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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’'m Deputy Director for the Virginia Department of
Mines, Minerals and Energy. I’11l ask the Board members to
i ntroduce thensel ves, starting with M. Garbis.

DENNIS GARBIS: M nane is Dennis Garbis. |1'ma

public menber from Fairfax County.

DONALD RATLIFF: |1'm Donnie Ratliff. | represent

the coal industry from Wse County.

JIMMINTYRE: JimMliIntyre, Wse, Virginia. |I'ma

public nmenber fromWse, Virginia.

MASON BRENT: My name is Mason Brent. I’m from

Heat hsville, Virginia and | represent the gas and oi
i ndustry.

SHARON PI GEON:  |'m Sharon Pigeon. |'mhere from

the Ofice of the Attorney Ceneral.

BOB WLSON: I’'m Bob Wilson. I’'m the Director of

the Division of Gas and G|, and principal executive to the
Staff of the Board.

BENNY WAMPLER: | apol ogi ze for the little

confusion we had this norning. They didn't have us on the
agenda. W're scheduled to be upstairs every third Tuesday,
but they had a little m xup and have nade arrangenents for

us. | cannot...Gary, can you hear ne in the back?



1 GARY EI DE: Yeah, | can.

2 BENNY WAMPLER:  |'mjust trying to test...test the

3 echo in the roomhere. The first itemon the agenda today is
4 a petition from EOG Resources, Inc. for pooling of

5 conventional gas unit PK K-18, docket nunber VGOB-05-0315-

6 1426. W'd ask the parties that wish to address the Board in
7 this matter to cone forward at this tine.

8 TIM SCOIT: Tim Scott representing EOCG Resources.

9 PETER BACON. Peter Bacon, Land Manager with ECG

10 Resources.

11 JIM KAI SER. Ji m Kai ser representing Equitable

12 Production Conpany.
13 BENNY WAMPLER:  Ckay, the record wll show there

14 are no others. You nay proceed.
15 TIM SCOTT: Thank you, M. Chairnman. Raise your

16 right hand, please.

17 (Peter Bacon is duly sworn.)

18 TIM SCOTT: |'mconfused. This is the wong room
19 I'mnot in the right place.

20 BENNY WAMPLER:  Yeabh.

21

22 PETER BACON

23 having been duly sworn, was exam ned and testified as
24
- 5
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foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q Ckay, would you state your nane, please?

A Pet er Bacon.

Q And by whom are you enpl oyed?

A ECG Resour ces.

Q And what is your job description, M. Bacon?
A | amthe Land Manager for the Pittsburgh

Di vi si on.

Q Are you famliar with EOG s application now
pendi ng before the Board for unit PK K-18?

A Yes, | am

TIM SCOTT: For the record, this particul ar
application was dated February 11, but it has been conti nued
April, May and now June. So, sone of the testinony that M.
Bacon is going to be giving does relate to itens that were

provided to the Board sone tinme ago.

Q s this unit located within the Pilgrins
Knob Fi el d?

A Yes, it is.

Q And what is the unit designation?

A PK K- 18.
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Q Does it contain a 180 acres?
A Yes, it does.
And does EOG own drilling rights in the
unit?
A Yes.
Are there any respondents |isted as unl eased
on Exhibit B-3 that should be dism ssed fromthe application?
A Yes. Hard Rock Ol and Gas, Carter G| and
Gas and Equitabl e Resources.
TIM SCOTT: W're going to stop for just a mnute
for M. Kaiser.

JIM KAI SER.  Yeah. As you may renenber, we had

asked that this be continued back, | guess, in February or
whenever it was first filed. W do have a | ease on a tract
inthe unit. W have an agreenent, | think, worked out.
There has been sone |etters gone back and forth and not hi ng
signed. But | just wanted to get into the record that an
agreenent woul d include...Equitable would be entitled to a
one-si xth override proportionally reduced as to their...in
relation to their share of acreage within the unit, would
have access to any well data when the well is drilled and
that EOG in accordance with the Board order, would agree to

conply with the terns and provisions of Equitable's |ease.
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assunme we'll have this thing signed in the near future.
Q s that true, M. Bacon?
A Yes, those terns are acceptable to us.

JIMKAISER And we'll sign a voluntary pooling

agr eenent .

Q M. Bacon, prior to this agreenment with
Equi t abl e, what percentage of the unit did EOG have under
| ease?

A 31. 63%

Q And was notice provided of this hearing to

the persons listed on Exhibit B-3?

A Yes.

Q And how was that acconplished?

A By certified mail.

Q Was notice perfected by any other way to the

persons |listed thereon?
A Yes. Notice of the hearing was published in

the February the 18th, 2005, Bristol Herald Courier.

Q Are there any unknown persons in this unit?
A No.
Q Have you filed proofs of publication and

your mail certifications with regard to mailing with the

Board previously?
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A Yes, they were submtted at the March the
15t h, 2005 heari ng.

Q | s ECG aut horized to conduct business in the
Commonweal th of Virginia?

A Yes, we are.

Q And has registered with the Departnent of
M nes, M nerals and Energy a bl anket bond?

A Yes.

Q What would be the terns of the | ease that
you woul d offer to any unl eased parties?

A $5 an acre, one-eighth royalty, a five year

primary ternmns.

Q s this fair conpensation, in your opinion?
A Yes.
Q And prior to this agreenent wi th Equitable,

what percentage of the oil and gas estate did you seek to
pool ?

A 68. 37%

Q s there a requirenent for this particular
unit of an escrow?

A No.

Q Are you requesting the Board to pool the

unl eased parties listed on Exhibit B-3?
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A. Yes.

Q Are you al so requesting that EOG be naned as

operator for this unit?

A Yes, we are.

Q And do you reconmend or ask that the order
provi de the el ections nmade by the respondents be in witing
and sent to the applicant at EOG Resources and what woul d
t hat address be?

A Sout hpoi nt Pl aza One, 400 Sout hpoi nt
Boul evard, Ste. 300, Cannonsburg, Pennsylvania 15317 to the
attention of Peter E. Bacon, Division Land Manager.

Q And shoul d all correspondence regardi ng
el ections be sent to this address?

A. Yes.

Q Are you famliar with the total depth of the

proposed wel | ?

A Yes, | am

Q And what woul d that depth be?

A 5,970 feet.

Q Are you requesting that the pooling of oil

and gas reserves between the surface and the designhated
formation excluding coal ?

A. Yes.

10
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well as well ?

conpleted well?

Boar d?

A
Depart nent .

Q
for supervision?

A

Q
drilling of this

VWhat's the estimted reserves for this unit?

300 mllion cubic feet.

And are you famliar with the costs of this

Yes, | am
And what's the estimated dry hol e costs?
$231, 300.

And what's the estimted costs of the

$369, 700.

Has an AFE been signed and provided to the

Yes.

Was the AFE prepared by your office?

Yes, it was prepared by our Engi neering

Does this AFE include a reasonabl e charge

Yes, it does.

And woul d you...in your opinion, does the

wel | pronote conservation, prevent waste and

protect correlative rights?

A

Yes, it does.

11



TIM SCOIT: That's all the questions |I have for M.

BENNY WAMPLER:  Questions from nenbers of the

BENNY WAMPLER: Do you have anything further?

DONALD RATLI FF: Move to approve, M. Chairman.

BENNY WAMPLER.  All in favor, signify by saying

Bacon.
Boar d?
(No audi bl e response.)
TIM SCOTT: No, sir.
BENNY WAMPLER: Is there a notion?
JI M M| NTYRE: Second.
yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER:  Opposed,

(No audi bl e response.)

say no.

BENNY WAMPLER:  You have approval. Thank you.

PETER BACON. Thank you.

BENNY WAMPLER: The next

itemon the agenda is a

petition fromKaren T. and Don E. Tayl or for disbursenent of

funds fromescrow and aut horization for direct paynent of

royalties on a portion of Tract 4,

District, D ckenson County, docket

unit VC 504492, Ervington
nunber VGOB- 03-1021-1600.

We'd ask the parties that wish to address the Board in this

12
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matter to cone forward at this tinme. W'IlIl ask you both to
state your nane for the record and |I'Il get you sworn in too.

DON HALL: My nane is Don Hall. [I'mwth Equitable
Pr oducti on Conpany.

KAREN T. TAYLOR M/ nanme Karen L...Karen T.

Tayl or.
BENNY WAMPLER: Let's swear you in
(Don Hall and Karen T. Taylor are duly sworn.)
BENNY WAMPLER:  Don, do you want to take the | ead
on this?

DON HALL: Well, really all | have is the
accounting of the noneys that have been put into escrow. Let
me pass out this information here.

(Don Hall passes out an exhibit.)

DON HALL: What |'ve given you is on the second
page is an accounting of what has...on the third page,
actually, is the accounting of what is due to the Taylors
that's in escrow. W have asked for a balance fromthe
escrow bank, but | don't think we've received that yet to
check it. But according to the email that...this is
information that Melanie Freeman in our Charleston office
provided nme. According to the email, the Taylors were

erroneously paid sone of the funds that shoul d have been

13
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escrowed initially. They caught the fact that it should be
in escrow and it has been escrowed since then, but that's
expl ai ned on the | ast page there.

BENNY WAMPLER'  M's. Taylor, do you have any

comrents to the Board?

KAREN T. TAYLOR Yeah, | did receive that, but |

haven't received anything since then.

BENNY WAMPLER: Ckay. That woul d be consi st ent

with what he's saying that since then they've been putting it
into escrow.

KAREN T. TAYLOR Yeah. But they did prom se they

woul d send ne out sone noney...part of it.

BENNY WAMPLER.  Wel |, what we would do, is you have

made an application to the Board...you and your husband have
made application to the Board for disbursenent of these funds
out of escrow. We would...working through M. WIlson, M.
Hall woul d have to get the verification fromthe bank and
that woul d be a payout of what's in escrow and then fromthat
point forward, we order themto pay directly to you.

KAREN T. TAYLOR  Ckay.

BENNY WAMPLER: | s that acceptable to you?

KAREN T. TAYLOR  Yes.

DON HALL: The figures we have here are our

14
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figures. W haven't received anything fromthe bank yet.

BENNY WAMPLER: | under st and.

BOB WLSON: One thing that | think that needs to

be put on record here is the reasoning behind this

di sbursenent there. There's, obviously, two ways under the

| aw that the bank can disburse or the Board can disburse
funds. | would think that we need to get sonething on record
as to why this disbursenent is taking place.

DON HALL: My understanding is, and I don't think
have a copy of it, but Pine Muuntain agreed that...in this
case they, they being the CBMclaimant...|l do have a copy of
the letter here dated January the 31lst from Jeffery Bannon,
explaining...and | think it was probably attached to the Ms.
Taylor's application, explaining that they don't
claim..they've released their claimto this...royalties on
this well.

KAREN T. TAYLOR. Yeah. | have a copy of the

letter.

BENNY WAMPLER: W have it in our files.

KAREN T. TAYLOR  Yeah.

DON HALL: Yeabh.

BENNY WAMPLER. W al so have a letter dated Apri

the 5th from Mel anie Freeman with Equitabl e Production

15
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Conpany- - - .
KAREN T. TAYLOR  Yeah.

BENNY WAMPLER: ---directing you to file the

m scel | aneous application.

KAREN T. TAYLOR  Yes.

BENNY WAMPLER: Do you think we need anything

further, M. W] son?

BOB W LSON: It needs to be understood that we

can...we, the Board, can disburse only what is in that
account and the accounting has been rendered here is not
particularly definitive or informative, | don't think. W
need to make sure that all the parties are in agreenent with
t he Board di sbursing what has been...what is nowin the sub
account based on the percentages that are giving
because...and all parties to what accounting has been
presented here as bei ng adequate.

BENNY WAMPLER. Do | have that agreenent from both

of you?

KAREN T. TAYLOR  Yes.

BENNY WVAMPLER M. Hal | ?

DON HALL: Yes.

SHARON PI GEON:  Are you asking themto agree to

this record or to what the bank ultimtely provides.

16
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BOB WLSON: |'masking...l'msaying that when the

order for disbursenment cones down, it can only order

di sbursenent according to the percentage that these fol ks own
and what is in the bank on that particular date. |If they are
agreeabl e that the accounting that has been supplied here is
adequate to informthemas to what is in there and what they
expect, then we can...l think that the Board woul d consi der
whet her or not to accept that and order the disbursenent.

SHARON PI GEON:. Well, | think they need to agree

t hat whatever the bank's records say is what they will accept
because this could be wong.

BOB W LSON: Yes.

SHARON PI GEON:  And that's not exactly how I

under st ood your question.
DON HALL: |'msure there woul d be sone interest on
top of the figures that we have here fromthe bank.

BENNY WAMPLER: Ri ght.

DON HALL: It would be sonewhat nore than this, |
woul d i magi ne.

BOB WLSON: Normally, we get an accounting that

pairs the deposits with the bank record and then the interest
is added up on top of that. Again, if this adequate to the

Board, that's no problemwith ne. | can do the order.

17
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BENNY WAMPLER.  Well, it's two-part: You are

agreeing to the percentage that they list and you are

agreeing to the anount of nobney, subject to that noney being
reconciled with what's in the bank. If we have an agreenent
on that, then I'll ask the Board if they have any questi ons.

KAREN T. TAYLOR How nmuch will that be?

BENNY WAMPLER: | don't have a clue. Typically,

what we have is prior to com ng we have that bank
reconciliation. W don't have that today. And, therefore,
what we're saying is you would need to, in order for us to

di sburse today, we're asking, do you agree to these

percent ages and the anmount subject to reconciliation with the
bank records?

KAREN T. TAYLOR  Yes.

BENNY WAMPLER. And you agree to that, M. Hall?

DON HALL: Yeabh.

BENNY WAMPLER:  Ckay. Any questions from nenbers

of the Board?

MASON BRENT: M. Chairman, | just have maybe a

concern here that we may be by issuing an order today prior
to an agreenent on the percentages and the bal ance, that may
be creating sonme problens down the road if this becones a

frequent occurrence, and then there's subsequent di sagreenent

18
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as to the nunbers and all of that and it's going to be back
before the Board. It seens appropriate to ne that the tine
to issue the order is after we have testinony here and

W t nesses that says, yes, we agree on the percentages and

yes, we are agreeing to the nost recent nunbers fromthe

bank.

BENNY WAMPLER: Right. | agree with that.

MASON BRENT: It's just ny comment.

BENNY WAMPLER. | agree with that. That's why I
asked them around the block type of questions. | think what

we would say we're going to ask the Board require that be
done prior to, and we can do it at this one, but certainly
any future ones before we disburse.

DON HALL: W had asked the bank for a
reconciliation, which we haven't received yet.

BOB WLSON: |...l1 don't think we can fully bl ane

the bank on this. | know there was sone emails sent. But
these things need to be pursued earlier than the Friday
before the hearing.

BENNY WAMPLER: So, is there a notion?

DON HALL: So noved, M. Chairman.
JIM M| NTYRE: Second.

BENNY WAMPLER:  Move for approval and second. Any

19
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further discussion?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.

(Al nmenbers signify by saying yes, but Mason
Brent.)

BENNY WAMPLER:  Opposed, say no.

MASON BRENT:  No.

BENNY WAMPLER. W have one no. | would say to the
parties here, and we'll direct M. Wlson, and I'll ask the

Board the Board to concur with this, that for all future
di sbursenents we'll have the reconciliation fromthe bank in
front of us or we won't disburse. |Is that appropriate?
Everybody in agreenent.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER.  Everybody agrees. Thank you.

KAREN T. TAYLOR So, nowis it going to be com ng

at sone point in tine?

BENNY WAMPLER:  |'m sorry?

KAREN T. TAYLOR Is it going to be com ng at sone

point in tim?

BENNY WAMPLER: What we will do here, the Board

just approved the order for paynent out of escrow. The noney

20
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will be reconciled with the bank and di sbursed fromthe bank
by M. WIlson. That order directs the bank to pay out what
they have in for that account.

KAREN T. TAYLOR Ckay. So, they will send it to

me at sonme point in tinme?

BENNY WAMPLER:  Yes. Then Equitable will be making

direct paynents...they'll be ordered to make direct paynents
to you on a periodic basis.

DON HALL: My understanding is the royalty that's
continuing to be earned after this application is probably
bei ng put in suspense and not going to the escrow agent.
That will be backed up and paid for too whenever the
arrangenent is conpl eted.

BENNY WAMPLER: Ckay. Now, let nme verify one | ast

thing. | should have done this earlier. Your address, is it
correct as in your application, wthout ne announcing it to
everybody in here?

KAREN T. TAYLOR Yes. On that page there where

wote ny nane, it's Karen T. Tayl or

BENNY WAMPLER:  Yes, okay.

KAREN T. TAYLOR 653 Redwood Lane, M. Carnel,

Tennessee 37645. |t has got ny honme nunber and ny cel

nunber.

21
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BENNY WAMPLER: Ckay. Don't tell nme out |oud, but

you'll need to wite dowmn for M....for M. WIson your
soci al security nunber and sign belowit, if you wll, before
you | eave here today and we'll save you sone tinme on that.

KAREN T. TAYLOR Al right.

BENNY WAMPLER: W'l |l have to have that.

BOB WLSON: We will furnish that to the bank so

they can provide you with the paperwork at the end of the
year accounting. W wll not nmaintain that social security
nunber in our files. W wll not keep that.

KAREN T. TAYLOR  Ckay.

BOB WLSON: W'Ill need it to provide it to the

bank.

KAREN T. TAYLOR So, when am| to sign it? Wen
am|l to signit or to fill it out?

BENNY WAMPLER: Before you | eave here today, if
you'll just wite down your social security nunber and just

wal k up here and hand it to him You won't disrupt us doing
t hat .

KAREN T. TAYLOR  Ckay.

BENNY WAMPLER:  So, whatever is convenient for you.

The next itemon the agenda, the Board on its own notion

W ll receive testinony to correct prior orders issued for

22
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unit BB-33. This is docket nunmber VGOB-04-0817-1318-01.
We'd ask the parties that wish to address the Board in this
matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington and

Anita Duty. You probably need to swear Anita on this one.
(Anita Duty is duly sworn.)
BENNY WAMPLER:  The record will show no others.

You may proceed.
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havi ng been duly sworn,

foll ows:

ANI TA DUTY

was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

o > O » O »

Anita, you need to state your nanme for us.
Anita Duty.

Who do you work for?

CNX Gas.

We're back here on BB-33, again, right?

Uh- huh.

Can you kind of bring the Board up to date

as to why...why needed to cone back to correct the record and

what you've done in terns of notice to nake that happen?

A
Q

Ckay,

Yes.

can | get ny folder? Just a second.

(Anita Duty gets her file.)

A.
Q

Ckay,

' mready.

Ckay, bring us up to date as to what the

probl em was and what needs to be corrected and what you' ve

done to notice the folks effected by the correction.

A

Ckay.

guess it was brought to ny

attention that Bob had noticed that the previous order

24
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Exhi bit EE showing a royalty split with Coal Muntain and CNX
for Tract 2, | don't knowif | said that or not. Wen

filed the supplenental order, |I changed it and put it back on
Exhibit E as being a conflict because of the way of the
merger with CNX and BBC cane about. That royalty split

wasn't good for that particular tract. So, | think, Bob just
wanted nme to clear it up that | had previously testified that
there was going to be an Exhibit EE and there was a royalty

split and now there's not. So---.

Q It turned out the split was invalid, is that
right?

A Ri ght .

Q Ckay. So, the correction is to correct the

order to indicate that there is not a split agreenent, right,
and that the tract is actually in conflict in and needs to be
escrowed?

A Yes. And the supplenental order that I
filed already reflects that. He just wanted ne to clear it
up for the record.

BENNY WAMPLER:  That was just one thing we felt

like that we couldn't allow to be corrected by suppl enent al
order. That we needed to---.

MARK SWARTZ: And then al so you sent out a notice,
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| think, to Coal Mountain---.

ANI TA DUTY: Right. | sent a letter and |I've got a

copy of the letter and the return recei pt where we notified
Coal Muntain what we were doi ng.

MARK SWARTZ: And what's the date of that letter

t here?

ANI TA DUTY: May the 9th.

MARK SWARTZ: O this year?

ANI TA DUTY:  Un- huh.

MARK SWARTZ: That's all we have with regard to

t hat . But we'd |like that correction sort of validated, |

guess.

BENNY WAMPLER:  Any questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: |s there a notion?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Mbtion to approve. A second?

DENNI S GARBI S:  Second.

BENNY WAMPLER.  All in favor, signify by saying
yes.
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(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. | may nove you
all if we can find Don Hall. He just wal ked out. But we
have sone people here for disbursenents. |I'mtrying not to

hold t hem

MARK SWARTZ: (Ckay.

BENNY WAMPLER:  The gentleman is sick and not

feeling well. Let nme nmake sure first.

MARK SWARTZ: (Ckay.

(Of record.)
BENNY WAMPLER:  It's twenty-one and twenty-two on

t he agenda when he cones back in.
(Don Hall returns to the room)

BENNY WAMPLER.  |'m going to go ahead and call a

petition fromWIliam C and Vonda, is that correct, Vonda---

VONDA ROSE:  Yes.

BENNY WAMPLER: ---Rose for disbursenent of funds

fromescrow and aut horization for direct paynent of royalties
on Tract 5, unit VC 504509, docket nunber VGOB-01-1120-0986-
01. W'd ask the parties that wish to address the Board to

cone forward at this tine, please. M. Rose has a little

27



difficulty hearing, so anybody that speaks to him speaks as
| oud as we can.

DON HALL: Wich one did you call first?

BENNY WAMPLER:  Twenty-one, it's the 0986-01.

DON HALL: Which well nunber is that?
JI M KAl SER:  45009.

BENNY WAMPLER: Do we have the sane bank issue?

DON HALL: Yes. W still don't have the bank
accounti ng.

BENNY WAMPLER: Let ne ask the Board before we go

forward here, are you okay to conti nue what we have today
since we just nmade that---7?

(Al nmenbers signify by saying yes.)

BENNY WAMPLER. Al right. Go ahead, M. Hall, and

tell us what you've given us.

DON HALL: |'ve given you an accounting from our
adm nistrative group. Actually, what you' re looking at is
relative to both petitions. It's for VC 504209 and VC 3047.

BENNY WVAMPLER:  Wul d it be better to call that

other one as well and we'll tal k about both of thenf
DON HALL: Yes.

BENNY WAMPLER. Ckay, |'ll go ahead and call that.

A petition fromWIIliam C and Vonda E. Rose for
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di sbursenent of funds from escrow and authorization for
direct paynent of royalties on Tract 6, unit VC 3047, docket
nunber VGOB-99-0420-0719-01. W' d ask the parties that w sh
to address the Board in this matter to conme forward at this
time.

DON HALL: Don Hall wi th Equitable Production
Conpany.

BENNY WAMPLER: State your nane for the record,

pl ease, both of you.

WLLIAMC. ROSE: WIIliamC. Rose.

VONDA E. ROSE: Vonda E. Rose.

BENNY WAMPLER. Al right. If you wll, all of you

rai se your hand and let's swear you in.

(Don Hall, WIlliam C. Rose and Vonda E. Rose are
duly sworn.)

DON HALL: Again, this is an accounting...our
accounting of both wells VG 504509 and VC-3047. On page
two...on the second page, the lady that typed this nust have
got dyslexia briefly there. The well nunber is 3047 and not
3074. But that's the accounting. The third page is what is
to be paid to the Roses. Again, we don't have anything from
the bank on this one yet.

BENNY WAMPLER: M. and Ms. Rose, | don't know how

29



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

much you heard of the previous case that we had |ike this.
We don't |ike not having the bank statements for
reconciliation. But what we'll do in absence of that is ask
you, is this your application that you' re nmaking? Do these
nunber that he has presented today is the percentages...the
per cent ages you expect and will you accept paynment out of
escrow based on this anmount reconciled with what he has
present ed?

WLLI AM C. RCSE: Let nme nmke sure that |

understand, is this last figure here 15,804, is that ny
portion that |I should receive?

BENNY WVAMPLER M. Hal | ?

DON HALL: Yes, that's what | understand. That's
my understanding. | didn't prepare this.

WLLIAMC. ROSE: The other one is $107.377?

DON HALL: Right.
WLLIAMC. ROSE: Yes, | think that nust be right.

BENNY WAMPLER: And under st and t he bank...the bank

nunbers are likely not to exactly nmatch because they'|l|l have
percentages of interest applied that's not applied here and
possi bly sone...you know, sone other itemthat would need to
be reconciled. But when I'msaying reconcile, they'll be a

direct conparison of what he has with what the bank has. Al
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we can order paynent fromis the anmount that's in the bank.
We can't order paynent of sonmething that's not there, okay?
And then after that disbursenent is nmade, we would be
ordering each nonth that there will be a direct paynent nade
to you follow ng the order, okay? |I|s that acceptable to both
of you?

WLLIAM C. RCSE: Yes.

BENNY WAMPLER: Ms. Rose?

VONDA E. ROSE: (Indicates in the affirmative.)

BENNY WAMPLER:  She' s noddi ng her head yes.

Anyt hing further from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Hal | ?
DON HALL: Not hing further.
BENNY WAMPLER' M. and Ms. Rose, do you have

anything further?

WLLIAM C. ROSE: No.

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove to approve, M. Chairnman.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion is approved and second. Any

further discussion?
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.

(Al nmenbers signify by saying yes, but Mason
Brent.)

BENNY WAMPLER:  Opposed, say no.

MASON BRENT:  No.

BENNY WAMPLER:  You have approv...we have one no.
You have approval. |[|'ll need, before you leave...don't tel

us, before you leave | need verification of your address and
your social security nunbers. |If you'll wite it down and
give it to M. Wlson, we'll save you a trip, okay?

WLLIAM C. ROSE: kay.

BENNY WAMPLER:  Thank you.

WLLIAM C. ROSE: Thank you.

BENNY WAMPLER. The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for repooling of coal bed
met hane unit D-23, docket nunmber VGOB-01-1016-0942-01. W'd
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed. Wile they're getting organi zed, do you
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have any housekeeping with yours?

MARK SWARTZ: We want to wi thdraw nunber twenty.

It's now a voluntary unit. W've |eased everybody. That's
AY-140. Thank you for continuing it |ong enough for that to
happen.

BENNY WAMPLER: That is withdrawn. That's docket

nunber VGOB-05-0315-1413 is w t hdrawn.
MARK SWARTZ: Correct. Also, | think the first

itens four, five and six, we probably need to take one at a
time. But then the Mddle R dge, when | get to that, the
seven, eight and nine on your docket, those are three Mddle
Ridge units. It mght nmake sense to conbi ne those when we
get to them

BENNY WAMPLER:  Ckay.

MARK SWARTZ: We've got an Appeal, which is nunber

twenty-three. But | think Les has an issue with sonething
even later in the docket. So, there's no reason to take that
out of order as far as we're concerned. W're going to be
here for the distance today.

BENNY WAMPLER. Ckay. All right, you may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON
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QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.
A Leslie K  Arrington.
Q Have you been sworn? Have you sworn hinf?

BENNY WAMPLER:  No.

(Leslie K. Arrington is duly sworn.)
Q WAs your...was your answer with regard to

your nanme the truth?

A Yes, it was.

Q Ckay. Al right. Wuo do you work for?

A CNX Gas.

Q What do you do for then?

A Manager of environnental and permtting.

Q Ckay. And...and are these applications that

we're going to be dealing with today things that either you
prepared yourself or were prepared under your direct
supervi si on?

A That's correct.

Q And, in fact, with regard to all of these
applications, you' ve signed the application and you' ve signed
t he notice?

A Yes.

Q Wth regard to the first one that we're
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going to be tal king about today, D23, this is a repooling,

is that correct?

A It is.

Q Wiy was it necessary to repool this?

A We ended up havi ng sone nmappi ng corrections
made.

Q Okay. And when you corrected the map, would

it be true that the percentages changed a little bit?

A It did.

Q Ckay. So, it needs to be repool ed?

A Yes.

Q Have you noticed this as to everyone just

straight up as if it were a pooling fromthe start?

A Ve did.

Q Ckay. And what did you do to notify peopl e,
the respondents, that there would be a hearing today?

A It was mailed by certified mail, return
recei pt requested on April the 15th, 2005 and published in
the Bluefield Daily Tel egraph on April the 25th, 2005.

Q And did you provide M. WIlson wth proof
wth regard to mailing and with regard to publication?

A W have.

Q Ckay. Do you want to dism ss any
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respondent s today?

A No.

Q Do you want to add any?

A No.

Q Are the respondents that you' re seeking to

effect by this request for an additional order here, are they
identified in the notice of hearing in the two blank and are

they also notified or identified again in Exhibit B-3?

A Yes, they are.

Q Ckay. The applicant is CNX Gas Conpany,
LLC?

A Yes.

Q Is that conpany a Virginia Genera

Par t ner shi p?

A Yes, it is.

Q It is a wholly owned indirect subsidiary of
Consol Energy, Inc.?

A Yes, it is.

Q s CNX, LLC authorized to do business in the
Commonweal t h?

A Yes, it is.

Q Wo is it that the applicant is requesting

be appoi nted the Board's desi gnated operator, although we
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al ready have one, so | guess it would be reappoi nted as
desi gnat ed operator?

CNX Gas.

Okay. Is CNX registered with the DMVE?
Yes, it is.

And does it have a bl anket bond on file?

Yes.

o > O >» O P

Ckay. The well that we're tal king about

here, obviously, has already been drilled?

A Yes, it has.

Q What kind of well is it?

A Frac well.

Q Is it in an 80 acre Cakwood unit?

A Yes, it is.

Q Ckay. And this...l believe, this well, when
it was drilled, was drilled in the window as wel|?

A | believe, yes.

Q Ckay. The...would you tell the Board what

standi ng the applicant has at this point...what interest
you' ve acquired and what you're seeking to pool on the
repool i ng?

A Yes. We've...we have | eased or own 99. 6031%

of the coal, oil and gas and we're seeking to pool 0.3969% of
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the coal, oil and gas.

Q Ckay. And with regard to the snmall interest
that you' re seeking to pool, do you remain willing to | ease
those interest?

A Yes, we are.

Q And with regard to the interest that you' ve
been able to acquire, the 99 plus percent, what have the
| ease terns been that you' ve offered?

A A doll ar per acre per year, a five year paid
up termw th one-eighth production royalty.

Q And woul d you request that the Board in
repooling this unit, if it does that, that it include as term
of its pooling order for folks who are deened to have been
| eased, those would be the terns?

A Yes.

Q Wth regard to the devel opnent plan, is it
your opinion that the plan for devel opnent here is a
reasonabl e plan to devel op the coal bed net hane resource

within and under this unit and that the plan, as disclosed by

the application, is to drill one frac well?
A Yes.
Q Wuld it be your testinony and your opinion

that if you conbine the |leasing efforts that you have
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been...you have succeeded and the Board's pooling order, that

bet ween those two events all of the interest of all the

claimants and owners will be protected?
A Yes, it will.
Q kay. Wth regard to the well costs, we've

done this before, did you...have you reused the well costs
nunbers fromthe prior pooling?

A | did.

Q Ckay. And that's because you want everybody
to be on equal footing with regard to the nunbers?

A That's correct.

Q And that woul d be...those nunbers are
reported again in Exhibit C?

A Yes, they are.

Q Ckay. And what's...what's the total
estimated well costs?

A $205, 140.68 to a depth of 2474. The perm't
nunber was 5212 drilled on April the 18th, 2002.

MARK SWARTZ: That's all | have, M. Chairnman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MARK SWARTZ: Actually | have one nore thing.

Q There's no escrow requirenents, is that

39



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

correct?
A. No.
BENNY WAMPLER

MARK SWARTZ:

BENNY WAMPLER

Go ahead.
There are no escrow requirenents.

Ckay. The drilling costs that you

went over, are those actual now?

LESLI E K. ARRI

NGTON: Well, it could be. | used

the sane well costs as
know, there would be no
changed.” W can certa
do anyt hing repooling, |
sane costs.

BENNY WAMPLER

menbers of the Board?

used here the first tinme so, you
questions that, "Hey, they've
nly get that information. Anytinme we

always try to back up and use the

Right. Okay. Questions from

(No audi bl e response.)

BENNY WAMPLER

Swartz?
MARK SWARTZ:

BENNY WAMPLER

DENNI' S GARBI S

JI M Ml NTYRE:

BENNY WAMPLER

di scussi ons?

Do you have anything further, M.

No, | don't.
s there a notion?
Motion to approve.
Second.

Motion and second. Any further
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for the
establishment of drilling units under Field Rules for
allowi ng horizontal drilling in the Miiden Springs District,
docket nunber VGOB-04-0921-1341-02. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, could you state your nane, again, for
us?

A Leslie K Arrington.
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Q kay, I'lIl remnd you that you're still
under oat h.
A Yes, sir.

MARK SWARTZ: M. Chairman, |'d request that you

allow the testinony that M. Arrington gas with regard to his
enpl oynent and with regard to the applicant to be
i ncorporated fromthe previous hearing into this one.

BENNY WAMPLER:  That will be incorporated.

Q Les, the reason that we're here on this
application is to...is to create a drilling unit and to have
the Board validate a | ocation exception in the event that M.

Wl son can be persuaded to grant one as well?

A That's correct.

Q Ckay. We don't need to pool this unit?

A No.

Q And that's because why?

A W own or | ease 100%

Q And essentially to put in prospective here

what you're doing, there are two Vs on the map that you' ve
passed out and the one to the north is the...is the V that
we're tal king about today?

A Right. Actually, on the map, you'll see,

and I'Il try to point it, there's three. There's one at the
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t op.

Q Oh, there is one at the top.

A There's two at the bottom The northern
nost one and the southern nost one we've already been here
before the Board on and we're now here on the...kind of the
center one, |I'Il call it.

Q Ckay. And that you've identified as...as
hori zontal wells, TA-63 and TA-64, right?

A That's correct.

Q And why is it that we're asking for a

| ocation exception with regard to these wells?

A Those wells are within 500 feet of one
anot her.

Q Ckay, and that's why?

A Yes. In the first application, | believe

M. WIlson was able to grant that |ocation exception, but
they did want to see...see us back before the Board.

Q Right. And...and...now, which of those two
wells is going to turn out to be a producing well as opposed
to a servicing well?

A TA- 64.

Q Ckay. Is that ones...the print is pretty

smal |, but that's the one slightly to the north of T...of the
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ot her one?

A Yes. |It's the one right in the V.

kay. Right at the...where the V cones

t oget her ?

A Yes.

Q kay. And that's where the production is
going to occur?

A Yes, it is.

Q And just to refresh everybody's nenory, why

do you need two holes for a horizontal well?

A One hole is used for production and the
other hole is used for drilling the access.
Q So, it's actually you' ve stepped back a

little bit and you can steer it better?
Yes, we do steer through it.

Q And you essentially drilled through the
first hole twice with the | egs?

A Ve do.

Q Ckay. The size of the drilling unit here,
how many acres are you tal ki ng about ?

A The drilling unit would be 1, 2, 3, 4,
4...480 acres.

Q And, basically, have you taken the six units
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that these horizontal wells are proposed to be in and

multiple it tinmes the 80 acres?

A Yes, that's basically---.

Q That's how you got that?

A Yes, it is.

Q And at paragraph seven of the application

you' ve actually done though a sort of netes and bounds

unit---?
A Ve did.
Q ---description as well---?
A Yes, we did.
Q ---as required?
A Yes.
Q Ckay. And what formations are these wells

proposi ng to produce fronf
A In this one, we're actually drilling for the

Pocahontas #4 Seamin this unit.

Q Ckay. So, you would be right in that...in
t hat seanf

A Yes.

Q And do your | eases set forth the nethod of

paynment in a unit such as this?

A. Yes, it is.
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Q So, you don't need an order in that regard?
A No.
Q The problemis that your |eases don't

aut hori ze the creation of a unit this big w thout Board

approval ?

A Nornmal |y, they do not.

Q And that's why we're here?

A Yes.

MARK SWARTZ: | think that's all | have, M.
Chai r man.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

DONALD RATLIFF: M. Chairman. What's this close
to, Les?

LESLI E K. ARRINGTON: C ose to---.

DONALD RATLI FF:  Town or---7?

LESLI E K. ARRI NGTON: ---Anpnate and Bandy,
Vi rginia.

DONALD RATLI FF:  Ckay.

LESLI E K. ARRI NGTON: Ri chl ands. Cedar Bl uff would

be kind of to the sout hwest---.

DONALD RATLI FF: West, okay.

LESLIE K. ARRINGTON: ---of the map just a little
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bit.
BENNY WAMPLER. Tell us a little bit about your

experience wth the drilling in this fashion before and how
it's working.

LESLIE K ARRINGTON: Yes, we've...we've actually

started doing this. W've been doing it for quite sone tine
in our northern operations in the Pittsburgh Seam W have
conpleted the first well and that first well actually to be
conpleted woul d be the one to the south. W've actually
conpleted. W took the drill off of there just this past
week and noved up to the second hole. The first hole, we
were successful in getting the legs drilled. Wat is it
going to produce? Well, we've got to get our punps on it and
get the water off of it because they do produce a substantia
anount of water at the beginning. Until we get the water
punped off, we're still wait and see attitude here on...on
what they're going to produce. But in the northern regional,
we' ve actually got them punped off and producing. The wells
are doi ng very good.

BENNY WAMPLER. Much better than the single hole,

frankly.
LESLIE K. ARRINGTON: Yes, sir, they are.

BENNY WAMPLER.  |s mning planned in this area?
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LESLI E K. ARRI NGTON: No, sir, not in the 4 Seam at

this time.

BENNY WAMPLER: O her questions from nenbers of the

Boar d?

MASON BRENT: | have just one question, M.

Chai r man.

BENNY WAMPLER: M. Brent.

MASON BRENT: The drilling unit, did you say it

woul d be made up of six units? Can you identify those units
for nme?

LESLI E K. ARRI NGTON:  Ckay.

(Mark Swartz and Leslie K. Arrington confer.)

DENNI S GARBI S: It |1 ooks like six.

LESLI E K. ARRI NGTON: Yeah, six, | believe. Ckay,

it wll be Y---.

MARK SWARTZ: Oh, you're right.

LESLI E K. ARRI NGTON: Okay, Y-63, Z-63, AA-63, AA-

62, Z-62 and Z-61.

BENNY WAMPLER: O her questi ons?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?

(No audi bl e response.)
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MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbtion to approve.

JI'M M| NTYRE: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of a coal bed nethane unit E-53, docket nunber VGOB-
05-0517-1445. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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Les, you need to state your nane, again.
Leslie K Arrington.

"1l remnd you' re still under oath.

> O >» O

Yes.

MARK SWARTZ: M. Chairman, |'d like to incorporate

M. Arrington's testinony with regard to who he works for and
his conpany and their status in the Conmonwealth fromthe
first hearing, if | could.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Arrington, did we have a chance to neet
wth M. and Ms. Vandyke before the neeting started today?

A Yes, we did.

Q Let's turn to B-53 and Exhibit B-3 and talk

about that for a mnute. W had...on our Exhibit B-3, we had

noticed in Tract 5B a Leslie K Mtchell, correct?
A That's correct.
Q And did it turn out that that was in error?
A Yes, it was.
Q And it should really be Leslie K Vandyke?
A That's correct.

Q And so we're going to submt, you know, a
revised exhibit in that regard?

A. Yes.
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Q And al t hough M. Vandyke received his mail
at the address you have, his preferred nmailing address, he
told us this norning, is Post Ofice Box 81, Jewell R dge,
Virginia 246227

A Correct.

Q And...and we also learned fromhimthat his

wife is Sarah, S-A-R A-H Vandyke, correct?

A That's correct.

Q And that she is one of the Thomas Mtchell
hei rs?

A That's correct.

Q That's the and/or here in the Tract 5B
correct?

A Yes, it could be.

And. . .and she has given us this norning sone
additional information, which we're going to use at the
Courthouse to see if we can't streamine and sinplify and
identifying those heirs, which are at this point unknown,
correct?

A That's correct.
Q And they're, in fact, here although they
didn't appear, they're in the back observing, is that

correct?
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A Yes.

Q kay. Wth regard to this pooling
application on E-53 today, what...what kind of unit is it?

A It's an 80 acre.

Okay. And in what Field Rules?

A Gakwood.

Q kay. And how many wells do you propose?

A One.

Q And is it located in the w ndow?

A Yes.

Q And is it the kind of well that is a frac
wel | ?

A Yes, it is.

Q Have you included a well cost estimte?

A Yes, | have.

Q And what's the cost estinate?

A $227,386.01, depth is 1895.11. Permt

nunber is 4731 and then this well was drill ed.

Q Ckay. And the...have you listed, at |east
when you filed the application, as best as you...as best you
could fromthe information you' ve been able to obtain, all of
the folks...all of the respondents?

A We...we attenpted to, yes, we did.
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Q kay. And...and given the information we've
obtained this norning, it looks |ike you got to the right
people. You just didn't have the | ast nane correct.

A That's right.

kay. And we're going to revise that?

A That's correct.

Q Did you al so publish?

A Yes, we did.

Q Could you tell the Board both about the

certificates of nmailing and publication?

A We mailed certified mail, return receipt
April the 15th, 2005; published April the 25th, 2005 in the
Bluefield Daily Tel egraph.

Q And when you published, what did you
publ i sh?

A The notice of hearing and the |ocation map.

Ckay. The...if you look at Exhibit A page

two, would you tell the Board what interest you' ve been able
to acquire in this unit and what it is you' re seeking to
pool ?

A Yes, we have 100% of the coal owner's claim
to CBM | eased; and we have 99.65% of the oil and gas owner's

claimto coal bed nethane | eased. W' re seeking to pool 0.35%
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of the oil and gas owner's claimto coal bed net hane.

Q kay. And wth regard to the fol ks that you
have been able to obtain |eases from what...what are the
| ease terns that you have offered those fol ks?

A For a coal bed nethane lease, it's a dollar
per acre per year, a five year paid up termwth a one-eighth
production royalty.

Q And have. .. have you told M. and Ms.
Vandyke this norning that...assunmng the title bears this
out, that you're certainly going to be offering thema | ease
as wel | ?

A Yes.

Q And are you requesting the Board on
pooling...if they'd like to pool this unit, that they would
i ncorporate those lease terns wwth regard to fol ks who m ght
be deened to have been | eased?

A Yes, we woul d.

Q Ckay. Do you wish to add...other than what
we' ve tal ked about in terns of correcting the nanes today, do

you W sh to add anybody today?

A No.
Q Do you wi sh to dism ss anybody today?
A No.
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Q Is the plan of devel opnent, which is
di scl osed by the application and the exhibits, which is to
drill one frac well in the window of this unit, is that a
reasonabl e plan to devel op the coal bed nethane, in your
opi ni on?

A Yes, it is.

Q And if we conbine the pooling order with the
| easing efforts that CNX is undertaking here, is that...or
wll that, in your judgnent, protect the correlative rights
of all owners and claimnts to coal bed nethane in this unit?

A Yes, it will.

Q Did you provide or file with M. WIson your
proofs of mailing and publication?

A Yes, we have.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER: I n your...you tal ked about Exhi bit

B-3 as being corrected, you would also correct Exhibit E?

LESLIE K. ARRINGTON: Yes...yes, | wll.

BENNY WAMPLER.  And you would file that?

LESLI E K. ARRI NGTON: Yes, sir.

BENNY WAMPLER: Al so, an updated Exhibit C since

you drilled in 2001?
LESLI E K. ARRI NGTON:  Ckay.
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1 BENNY WAMPLER:  Any questions from nenbers of the
2 Board?

3 BOB WLSON: M. Chairman.

4 BENNY WVAMPLER M. W/ son?

5 BOB WLSON: Just for clarification, there are

6 still unknown heirs, is that correct?

7 LESLIE K. ARRINGTON: Well, they...M. and Ms.

8 Vandyke gave us sone information. W wll go to the

9 Court...have people go to the Courthouse and we'll see what

10 we can cone up with. We...we don't know until we research
11 that information.

12 MARK SWARTZ: And what we were told this norning,

13 if it turns out that we can trace it through at the

14 Courthouse, is that the...we nay be able to identify the

15 heirs because the title may have cone back into nore of a

16 unified position. What...what Ms. Vandyke is telling us

17 that Noah M Mtchell apparently acquired all of the interest
18 in the 169 acres. So we may turn up with a pretty sinple

19 title. The problemwe've had is that the Mtchell we've been
20 trying to trace it forward, there's two of them and we just
21 couldn't get forward with it. So, we're going to have to

22 take the information that these fol ks gave us this norning
23 and go back and see if that pans out. |If it does, obviously,
24
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we'll...we'll identify these people. [If it doesn't, we're
still going to be where we are today. But we're optimstic.
They seemto, you know, be pretty on top of the issue.

SHARON PI GEON:  So today, you need an Exhibit E?

MARK SWARTZ: Excuse ne?

SHARON PI GEON:  So today you still need an Exhibit

E for escrow?

MARK SWARTZ: Ri ght .

SHARON PIGEON:. Did you tell us about that?

MARK SWARTZ: Yeah, we've got an address unknown

that we need escrow for and we've got a conflict in this
title issue which is not resolved.

BENNY WAMPLER:  Anyt hi ng further?

MARK SWARTZ:  No.

BENNY WAMPLER:  Any further questions from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbtion to approve.

JI M M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Ckay, for the

next item |I'mgoing to, at the request of M. Swartz,
conbi ne seven, eight and nine on the Board's agenda.
Itens...a petition from CNX Gas Conpany, LLC for pooling of
coal bed nethane unit BA-122. That's docket nunber VGOB-05-
0517-1447; and BA-123, docket nunmber VGOB-05-0517-1448; and
BE- 111, docket number VGOB-05-0517-1449. W'd ask the
parties that wish to address the Board in these matters to
conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, could you state your nane for
us, again?

A Leslie K  Arrington.

MARK SWARTZ: M. Chairman, |'d like to incorporate

M. Arrington's testinony with regard to his enploynent, with
regard to CNX as an applicant and operator and with regard to
| ease terns that they generally offer for coal bed net hane
into this record fromthe first case.

BENNY WAMPLER:  That wi Il be incorporated.

Q What . . . what kind of units are these three
units?

A M ddl e Ri dge.

Q Ckay. And they...if |I'mnot m staken,
you're proposing to drill one well in each of these units?

A Yes, we are.

Q And that that would be a frac well?

A Yes.

Q And | believe in all three incidences, the
| ocation that you're proposing for the well is actually in

the drilling w ndow?
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Yes, it is.

Q So, we're not dealing with any need for
excepti ons here?

A No.

Q The...l also believe that the acreage in al
three of these units is the sanme, is that correct?

A Yes, 58.74.

Q kay. Wth regard to two of the three cases
today, and we'll cone back to that, but with regard to BA-122

and BA-123, there are anmended exhi bits?

A Yes, it is.

Q And why was that necessary?

A Some of the interest have been | eased.
Q Ckay. So, we're dismssing sone of the

respondents, when get to the details of those units and we've
got to change sone exhibits accordingly?

A Correct.

Q Ckay. Wiat did you do to notify peopl e that
there was going to be a hearing with regard to these three
applications today?

A In each one of these cases, it was nuailed by
certified mail, return receipt on April the 15th, 2005. For

BA-122 it was published in the Bluefield Daily Tel egraph on
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April the 27th, 2005. For BA-123 it was April the 27th, 2005
in the Bluefield Daily Tel egraph. BE-111 was published in
the Bluefield Daily Tel egraph on April the 29th, 2005.

Q Did you file with M. WIson proofs
concerning publication and mailing?

A Yes, we have.

Q And when you published, what was it that was

publ i shed in the paper?

A The notice of hearing and | ocati on exhibits.
Q The big map?

A Yes.

Q Ckay. Wth regard to...let's turn

specifically to BA-122 and the revised exhibits, okay?
A Yes.
Q We've got an Exhibit B-2 and in that exhibit

have you listed the folks that you would like to dism ss?

A Yes, we have.
Q Ckay. And the reason is?
A Each one of those individuals have been
| eased.
Q Ckay. And you've actually shown that in a

col um reason for dismssal?

A Yes...yes, we have.
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Q Then behind Exhibit B-2, with regard to BA-
122, is a revised Exhibit B-3, correct?

A It is.

Q Is the...is the revision here sinply to
del ete the nanes and percentages and addresses of the people
that you're di sm ssing?

A Yes.

Q We have...if you'll notice, there's a title

issue in Tract 1B---7?

A Yes, it is.

Q ---which woul d require escrow?

A Ri ght .

Q And there's al so an address unknown in Tract

1B, which would require escrow?
A It is. Yes, that's correct.
Q Ckay. And as we work through B-3, it |ooks

i ke other than conflict escrow and repeat of the problemwe

just talked about in Tract 3I---7?
A Yes.
Q ---which is atitle issue and an address

unknown- - - ?
A. Yes.

Q ---there are no particul ar escrow
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requi renent s?

A Correct.

Q Ckay. The...if we | ook now at the revised
Exhibit A, page two, which is the |last sheet in the revised
exhibits, what...would you sunmmari ze for the Board what
you' ve been able to acquire and what it is you' re seeking to
pool ?

A We have | eased 99. 6063% of the coal bed
met hane interest fromthe coal owner; and 36.0296% fromthe
oil and gas owner. W're seeking to pool 0.3937% of the coa
owner's claimto coal bed net hane and 63.9704% of the oil and
gas owner's claimto coal bed net hane.

Q Have you provided a well cost estimate with
regard to BA-122?

A We have. It was $228,577.23 to a depth of
2528. Permt nunber is 6592.

Q And you' ve provided an Exhibit E and Exhi bit
EE, | Believe.

A W have.

Q Ckay. Wiat are the escrow requirenents?
Now, we've already noted the title conflict and the address
unknown issue. Are there additional requirenents for escrow?

A. Just that the conflict between the coal, oi
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and gas owners.

Q Ckay. And those conflicts are in what
tracts?

A Okay. Tracts for BA-122 is 1B, 1C, 1E, 1F
1G 1H, 3A, 3B, 3C, 3E, 3F, 3G 3H, 31 and 4B

Q Ckay. Then | also see an Exhibit EE, which
is an indication to the Board that certain people have

entered into royalty split agreenents?

A Yes, they have.

Q What tracts do those effect?

A 1A, 1D, 11, 3D and 3E

Q And with regard to the tracts in which fol ks

have split agreenents, are you requesting that the Board
order allow the designated operator pay themdirectly rather
than escrowi ng their royalties?

A Yes, we are.

Q Ckay. Turning to BA-123, that al so has
revi sed exhibits, correct?

A Yes, it does.

Q And if we | ook at Exhibit B-2, does that
expl ain why you needed revi sed exhi bits?

A Yes, it does.

Q And why is that?
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A Al'l those interests have been | eased.

Q And so you're asking the Board in its order
to dismss the folks that are |isted on B-2 as respondents
because you' ve got | eases?

A Correct.

Q Ckay. B-2is followed immediately by a
revised Exhibit B-3, is that correct?

A Correct.

Q Is the only difference between the original
B-3 that was filed with the application and this revised
Exhibit B-3, the deletion of the folks listed on B-2 that
you' ve | eased?

A Yes, it is.

Q Ckay. Then continuing on, we have a revised
Exhibit A page two, which we've already referred to.

Yes.

Q And the reason the percentages have changed
i s because you' ve acquired nore interest and your acquired
i nterest has gone up and your need to pool has gone down?

A Yes.

Q Wth regard to BA-123, have you... have you
done a well cost estinate?

A. Yes.
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Q And what's that?

A $227,617.22 to a depth of 2495. The perm't
nunber i s 6590.

Q Ckay. Wiat's the situation with regard to

escrow here? 1Is it required?

A Yes, it is.

Q For conflicts?

A Yes, Tract 1A and 1B.

Q Ckay. And are there any tracts that have

peopl e who have entered into split agreenents?

A Yes, Tract 1A

Q And with regard to the folks who are
identified in Exhibit EE and are in Tract 1A, is it your
request that any Board order allow you to pay themdirectly
pursuant to the terns of their split agreenent instead of
escrowi ng their share?

A Yes.

Q Wth regard nowto the |ast Mddl e Ri dge
unit that we're going to be tal king about---7?

BENNY WAMPLER: Before you | eave that, would you

just go ahead for the record and have himstate the nunber
that's on that Exhibit A page two. | believe you just

referred to it and didn't say what they are.
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A W have | eased 95.7916% of the coal owner's
claimand 70.1872% of the oil and gas owner's claim W're
seeking to pool 4.2084% of the coal owner's claim and
29.8128% of the oil and gas owner's claim

Q And those nunbers all reflect the dismssals
that you're requesting in B...B-2?

A They do.

Q Ckay. Turn to BE-111, now this one, we do
not have revised exhi bits?

A No.

Q So what they got in the beginning is what
we're...what we're going with today?

A Yes.

Q And this involves M. Fred Gent that we' ve
seen nmany tinmes?

A Yes.

Q Rem nd the Board, with regard to his
position that he has expressed to you, concerni ng whether or
not he's willing to be pool ed, |eased or whatever?

A Yes. He has...in all instances, he has
el ected to be a carried operator.

Q And he has no objection to this pooling

application?
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A No.

Q An
expect himto do wh
A To
Q Ok
about the hearing t
A W
April the 15th, 200
Bluefield Daily Tel
Q An
M. WIlson and the
A Ye
Q Ok
here and what have
A e
claimto the coal be
owner's claimto co
0. 2043% of the coa
1.1539% of the oi
Q An
A Ye
of 2689. The perm
Q An

d based on his prior performnce, you
at ?
be a carried operator.
ay. Wt did you do to let M. Gent know
oday?
mailed to himon...by certified mail on
5. Again, it was published in the
egr aph.
d did you file the proof of mailing with
publication proof as well?
S...yes, we have.
ay. \Wat...what are you seeking to pool
you acqui red?
've acquired 99.7957% of the coal owner's
d net hane, 98.8461% of the oil and gas
al bed nethane. W' re seeking to pool
owner's claimto coal bed net hane and
and gas owner's claimto coal bed net hane.
d have you done a well estimate?
s, we have. |It's $231,957.48 to a depth
t nunber is 6669.

d this unit doesn't require escrow?
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A No.

Q Wth regard to these three M ddl e Ridge
units, is it your opinion that the plan of devel opnent
di scl osed by the applications, which is to drill one frac
well in the drilling wndowin each of these units, is a
reasonabl e plan to devel op the coal bed net hane under these
units?

A Yes, it is.

Q Is it also your opinion that if you take
your leasing efforts of the applicant, CNX, and conbi ne that
with a Board pooling order, the correlative rights and the

interests of all clainants and owners to the coal bed net hane

w Il be protected?
A. Yes, it wll.
MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Board? |Is there a notion?

JIM McI NTYRE: So noved.

BENNY WAMPLER: Mbt i on. Is there a second?

DONALD RATLI FF: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?

(No audi bl e response.)
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yes.

keep roll

BENNY WAMPLER:  Al'l in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you.

BENNY WAMPLER:  Thank you. Do you need a break or

ng?
(No audi bl e response.)

BENNY WAMPLER:  Keep rol |l ing?

(No audi bl e response.)

BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for a well

| ocation exception for proposed well V-505254. This docket

nunber VGOB- 05- 0517-1450.

We'd ask the parties that wish to

address the Board in this matter to cone forward at this

time.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Jim Kai ser and Don Hall on behalf of Equitable Production

Conpany.

We'd ask that M. Hall be sworn at this tine.

BENNY WAMPLER: He has been previously sworn.

JIM KAl SER.  Oh, yeah.
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BENNY WAMPLER:  |'Il just rem nd himhe's under

oath. Do you have any housekeepi ng with any of your agenda
itens?

JIMKAISER No. They're all a go.

BENNY WAMPLER: Ckay. The record wll show there

are no others. You nmay proceed.

JIM KAl SERR W& have an exhibit that we'll pass out

bef ore we begin our testinony.
(Jim Kai ser passes out an exhibit.)

JI M KAl SER: Docket item 1450 is a | ocation

exception that we're seeking for well V-505254. The next

itemon the docket will be a force pooling on the sane well.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, if you' d state your nanme for the
Board, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnan.

Q And do your responsibilities include the
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land involved in this unit and in the surroundi ng area?

A They do.

Q Are you famliar with the application we
filed seeking a | ocation exception for well V-505254?

A Yes.

Q And have all interested parties been
notified as required by Section 4B of the Virginia Gas and
O| Board regul ations?

A They have.

Q Could you indicate for the Board, at this
time, the ownership of the oil and gas underlying the unit
for well nunmber V-5052547?

A Pine Mountain Ol and Gas owns 49.54% Denny
and Loui se Sutherland et als own 26.24% and June Tayl or et
als owmn 24.22%

Q Ckay. Now, your exhibit shows severa
wells, but we're only seeking an exception from..| believe
fromEH 37. Could you explain Equitable's relationship to
that wel | ?

A EH- 37 is an old Virginia Gas well, which now
bel ongs to Appal achi an Energy. Wen that well was drilled,
we had partnership interest in that well. As a matter of a

fact, when that well was drilled, it required a |ocation
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exception fromanother well of ours. But, anyway, that
currently is an Appal achian Energy well, and we have...we get
into the force pooling, we have an assignnent fromthemfor
their interest in sone of the acreage. It takes in this
5254. But the other two wells are Equitable wells.

Q kay. And Frank Henderson, who will be here
| ater today and is the principal of Appal achian Energy, has
been notified about this |ocation exception and is on board
with it?

A Yes.

Q Ckay. Now, could you explain for the Board,

in conjunction with the exhibit that we just passed out,
different reasons why need this |ocation exception?

A Wll, the three wells adjoining it, even
though I have two on there that are not...we're not getting
an exception from it's to showthemin relation to where the
well is fromthe one we are getting an exception from The
circles that you see around those wells indicate 2500 foot
spacing. So, the area that's void in between the wells just
to the west of where 5254 is |ocated, would be an area in
whi ch we could...which we could get a |ocation that woul d be
2500 feet fromall those wells. The problemthere is al ong

the road comng up in there, it's a drop off. |It's steep on
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the west side of the road com ng through there. So,
there's...the only place we could get off the road through
there woul d be down there where you see the house, which is
now a trailer, and we couldn't get off there because they
used any potential ability to get off in there. O course,
the hillside in there is about 50% sl oped in that particul ar
area anyway. Then if you look a little further to the west,
you see a long ridge com ng down through there, which could
be suitable to get a location on. But it's...there's no way
to get ariginto that using the existing roads. |If you cone
down the rocky...Rock Lick Branch, there's a sw tchback in
the road that we can't get our rig around. |If you cone up
the road from5254, there's another sw tchback up there that
it wouldn't be possible to get a rig around. The roads
thensel ves are difficult to nove | arge equi pnent on. So, the
| ocation that we've chosen there is the nost suitable

| ocation as far as we're concerned. O course, that |ocation
has al so been approved by the coal conpany at that spot.

JIMKAISERR M. Chairman, it mght be a good tine,

while we're tal king about the exhibit before I go on with the
rest of M. Hall's testinony, to see if there's any
questi ons.

BENNY WAMPLER:  Any questions from nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cont i nue.

Q M. Hall, in the event this |ocation
exception were not granted, would you project the estinmted

| oss of reserves resulting in waste?

A 500 mllion cubic feet.

Q And what is the total depth of this proposed
wel | ?

A 6, 029 feet.

Q WIIl this be sufficient to penetrate and

tests the comon sources as supplied in the subject
formati ons?

A Yes.

Q And is the applicant requesting that this
| ocati on exception cover convention gas reserves to include
the designated formations fromthe surface to the total depth
drilled?

A W are.

Q In your opinion, would the granting of this
| ocati on exception be in the best interest of preventing
waste, protecting correlative rights and maxi m zi ng the

recovery of the gas reserves underlying the unit for V-
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5052547
A. Yes.

JIM KAISER:  Nothing further of this w tness at

this time, M. Chairnmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Kai ser ?

JIMKAISERR W' d ask that the application be

approved as submtted, M. Chairnan.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
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for creation and pooling of conventional gas unit V-505254,
docket nunmber VGOB-05-0517-1451. W'd ask the parties that
W sh to address the Board in this matter to conme forward at
this tine.

JI' M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser and Don Hall, again, on behalf of Equitable Production
Conmpany. We've got a revised...this is a thirty-one page
exhibit. W've got one revisionto it. So, we're just
handi ng out, rather than regiving you thirty-one pages, we're
just giving you the corrected page, page fifteen, which
corrects the address for June Taylor, who's a | eased party.

(Don Hall passes out the exhibit.)

JIMKAISER That's the only change in the

exhi bits?
DON HALL: That's correct.
BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, again, who you are enpl oyed by and

in what capacity?
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A "' m enpl oyed by Equitable Production Conpany
as District Landman.

Q And do your responsibility include the | and
involved in this unit and in the surrounding area?

A It does.

Q And you're famliar with Equitable's
application seeking both the establishnment of the unit and
pool i ng of any unleased interest for well V-505254, which was
dated April the 15th, 20057

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
to the application, that being the well plat?

A W are.

Q Does Equitable own drilling rights in the
unit involved here?

A Yes.

Q And prior to the filing of the application
were efforts made to contact each of the respondents |isted
in Exhibit B and an attenpt nade out...an attenpt nmade to
work out a voluntary | ease agreenent?

Yes.

Q What is the interest of Equitable under
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| ease in the unit?
A We have 72.273054% | eased.
Q And are all the unleased parties set out in

our Exhibit B-3?

A Yes.
Q Are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what percentage of the unit is unleased?

A 27.726946%

Q Now, we do have sone unknown i nterest owners
wWithin this unit, is that correct?

A That's correct.

Q Were reasonable and diligent efforts nmade
and sources checked to identify and | ocate any unknown heirs
or interest owners include primry sources such as deed
records, probate records, assessor's records, treasurer's
records and secondary sources such as tel ephone directories,
city directories, famly and friends?

A Yes.

Q I n your opinion, was professional...in your

pr of essi onal opi nion, was due diligence exercised to |ocate
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each of the respondents?

A Yes.

Q Are the addresses set out in Exhibit Bwth
the corrected page fifteen, the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting that the Board force poo

all unleased interest as |listed at Exhibit B-3?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in this unit and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A W pay a $5 bonus on a five year termwith a

one-ei ghth royalty.

Q In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

Q Now, based on that testinony as to the

parties or respondents who have not voluntarily agreed to
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| ease and are listed at Exhibit B-3, do you agree that they
be allowed the follow ng statutory options with respect to
their ownership interest within the unit: 1) participation;
2) a cash bonus of five dollars per net mneral acre plus a
one-eighth of eight-eights royalty; 3) in lieu of a cash
bonus and one-ei ghth of eight-eights royalty share in the
operation of the well on a carried basis as a carried
operator under the follow ng conditions: such carried
operator should be entitled to the share of production from
the tracts pool ed accruing to his interest exclusive of any
royalty or overriding royalty reserved in any | eases or
assi gnnents thereof or agreenent relating thereto of such
tracts, but only after the proceeds applicable to his share
equal (A) 300% of the share of such costs applicable to the
interest of a carried operator of a |l eased tract or portion
thereof; or (B) 200% of the share of such costs applicable to
the interest of the carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a

Avenue, Charleston, West Virginia 25302, Attention: Melanie
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Freeman, Regul atory?

A Yes.

Q Should this be the address for all the
communi cations with the applicant concerning any force
pool i ng order?

A It shoul d.

Q Do you recommend that the order provide that
if nowitten election is properly nmade by a respondent, then
such a respondent should be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date that they receive the recorded Board order to
file their witten elections?

A They shoul d.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that party's share of
conpleted well costs?

A Yes.
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Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board and thereafter,
annually on that date until production is achieved to pay or
tender any cash bonus becom ng due under the force pooling
order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs, then the respondents
el ection to participate should be treated as having been
w t hdrawn and void and such respondent should be treated | ust
as if noinitial election had been nmade, in other words,
deened to have | eased?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to paynent of well costs, any cash sum becom ng
payable to that respondent be paid within sixty days after
the | ast date on which...on which such respondent coul d have
paid or made satisfactory arrangenent for the paynent of well
costs?

Yes.

Q Ckay, we do have an Exhibit E---
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Yes.

---that we filed with the application that
represents our unknown interest. So, the Board does need to
create a escrow account for those unknown interests and that
woul d involve Tract 1, Tract 4...just Tracts 1 and 4, is that
correct?

A That's correct.
Q And who shoul d be naned t he operator under

any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed
wel | ?

A 6, 029 feet.

Q And the estimated reserves for the unit?

A 500 mllion.

Q Are you famliar wth the proposed costs?

A Yes.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?
A Yes.
Q I n your professional opinion, does it
represent a reasonable estimate of the well costs?

A. It does.
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Q Wul d you state for the Board both the dry
hol e costs and conplete well costs?

A Dry hole costs are $250, 243 and the
conpl eted well costs are $495, 892.

Q Do these costs anticipate a nultiple
conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAI' SER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER. Way do you have so many unknowns in

this application?

DON HALL: W' ve spent well over a year working on
this. W' ve even spent tine...these sane people were
included in a force pooling that Virginia Gas did, which is

now Appal achi an Energy. W' ve gone through their files
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| ocating people. W just...these are people we just haven't
been able to |l ocate. W' ve...we' ve spent a great deal of
time trying to put this together. WlIl, actually, we've cone
up with a few nore people than Virginia Gas did. | don't
know, it's probably been eight or nine years ago that they
did their force pooling. But we did find sonme additiona
peopl e besides them There's just a heck of a |ot of people
involved in this, a big heirshinp.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI S AND JAMES McI NTRYE:  Mdtion to

approve.
BENNY WAMPLER: Mbtion to approve. Second?
JIM McI NTYRE:  Second.
BENNY WAMPLER.  All in favor, signify by saying
yes.
(Al nmenbers signify by saying yes, but Donald
Ratliff.)
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BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: 'l abstain, M. Chairnan.

BENNY WAMPLER: One abstention fromM. Ratliff.

You have approval. The next itemon the agenda is a petition
from Equi tabl e Producti on Conpany for pooling of coal bed

met hane unit VC- 505217, docket number VGOB-05-0517-1452.

We'd ask the parties that wish to address the Board in this
matter to cone forward at this tinme. State your nane for the
record, please.

HOWARD ANDERSON: Howar d Ander son

(Howard Anderson is duly sworn.)

BENNY WAMPLER: Go ahead and state your all’s name

for the record, M. Kaiser

JIM KAl SER.  Again, M. Chairman and Board nenbers,

it wll be JimKaiser and Don Hall on behal f of Equitable
Producti on Conpany.
BENNY WAMPLER:  You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with Equitable's

application seeking to pool any unleased interest in the unit

87



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

for EPC wel |
15t h, 20057?
A

Q

nunber VC 505217, which was dated April the

Yes.

And does Equitable own drilling rights in

the unit i1involved here?

A
Q

W do.

And prior to filing the application, were

efforts made to contact each of the respondents in the unit

and an attenpt nmade to work out a voluntary | ease agreenent?

A
Q

Yes.

And what is the interest of Equitable in the

gas estate in the unit?

A W have a 100% | eased in the gas estate.

Q And in the coal estate?

A W have 86.54% | eased.

Q And are all unleased parties set out in
Exhi bit B-3?

A They are.

Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

Yes.

And what interest remai ns unleased in the
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coal estate?

A 13. 46%

Q We don't have any unknown respondents in
this particular petition?

A No.

Q Are the addresses set out in Exhibit Bto
the application, the |ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as listed at our Exhibit B-3?

A W are.

Q Again, are you famliar with the fair market
value of drilling rights in this unit and in the surrounding
area?

Yes.

Q Agai n, advise the Board as to what those
are?

A W pay a five dollar bonus on a five year

termwith a one-eighth royalty.
Q And, in your opinion, do the terns you just
testified to represent the fair market value of and the fair

reasonabl e conpensation to be paid for drilling rights within
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this unit?
A. Yes.

JI' M KAl SER: M. Chairman, with M. Anderson's

bl essing, |I've talked to himout in the hall about what it is
he and his uncle and aunt want, and the only reason |'m
saying this is because it involves the statutory el ection
options. If | could, | would like to incorporate the
testinmony that was previously taken from docket item 05-0517-
1451 and incorporate it for purposes of this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q Let's see, we've got conflicting claimnts,
don't we?

A No.

Q No?

A No.

Q W don't have any conflicting claimnts?

A No.

Q No unknown owners. So, we do not need...the
Board does not need to establish an escrow account ?

A That's correct.

Q Ckay. And who shoul d be naned the operator

under any force pooling order?

A Equi t abl e Producti on Conpany.
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Q
A

Q

And the total depth of the proposed well?
1643 feet.

Are you famliar with the...and what are the

estimted reserves for the unit?

A
Q
A
Q

400 mllion cubic feet.
Are you famliar with the well costs?
Yes.

Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A
Q

Yes.

Was this AFE prepared by an engi neeri ng

depart nent know edgeable in regard to well costs in this

particul ar area?

A
Q

Yes.

Does it represent, in your professional

opi nion, a reasonable estimte of the well costs?

A

Q
are?

A
conpl eted wel |

Q

conpl eti on?

It does.

Coul d you state for the Board what those

Dry hole costs is a $109,976 and the

costs is $264, 728.

Do these costs anticipate a nultiple
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A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER. Do you have any questions, M.

Ander son, or comrents?

HOMARD ANDERSON: No, sir, | believe...l don't have

anything at this tine.

JI M KAl SER.  He had sone questions about, you know,

what m ght be the best way for them--.

HOMARD ANDERSON: | was...l was here nostly for

i nformational purposes. M uncle and aunt---.

BENNY WAMPLER. Do you think you got---7?
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HOMRD ANDERSON: Yes, sir. | think...l think M.

Kai ser has answered those to ny satisfaction.

BENNY WAMPLER. Ckay. Very good. Do you have

anything further, M. Kaiser?

JIMKAISER W' d ask that the application be

approved as submtted, M. Chairnman.

BENNY WAMPLER: Is there a notion?

DENNI' S GARBI'S: Mbtion to approve.

JI M M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify by saying yes, but M.
Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: | abstain, M. Chairnman.

BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. Thank you very nuch.

BENNY WAMPLER: We'|l|l take a ten m nute break.

(Break.)
BENNY WAMPLER:  Ckay, the next itemon the agenda

is a petition from Equi tabl e Producti on Conpany for pooling
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of coal bed nethane unit VC-504658. This is docket nunber
VGEOB- 05- 0517-1453. We'd ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JI M KAl SER: M. Chai rman and nenbers of the Board,

again, Jim Kai ser and Don Hall on behalf of Equitable
Production Conpany. W have passed out a revised Exhibit to
you, which reflects since the filing of the application the
addition of a lease for Tract 5 fromthe D ckenson County
Board of Supervisors, which |leaves us with just Tract 2 being
unl eased, a very small percentage. The guy is a cross
country truck driver and we haven't been able to get himto
sign anything. Wth that being said, | guess I'l|l start
again with M. Hall. O course, the revised exhibits reflect
that additional |ease. W've added a B-2 because of that,
obvi ously, where we're dism ssing the D ckenson County Board

of Supervisors as a party to the hearing.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q

M. Hall, are you famliar with the

application we filed seeking to pool any unleased interest in

the unit for EPC well nunber VG 504658, which, again, was

dated April the 15th, 20057

A
Q
the unit here?

A
Q

Yes.

And does Equitable own drilling rights in

W do.

And prior to filing the application, were

efforts made to contact each of the respondents and an

attenpt nmade to work out a voluntary | ease agreenent?

A
Q

Yes.

Now, |I'mjust kind of going over the revised

B and B-3. As of now...as of right now at the hearing, could

you state the percentage of the gas estate that under | ease

to Equitable?

A

Q
A,
Q

We have 99. 78% under | ease at this point.
And the interest in the CBM estate?
100%

And is the one unl eased party set out at the
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revi sed Exhibit B-3?

A
Q
gas estate under

A

this unit?

A

Q
Exhibit B to the

t he respondents?

Yes.

And then that reflects that the .22% of the
the unit remains unl eased?

That's correct.

We don't have any unknown interest owners in

No.
Are the addresses set out in our revised

application, the | ast known addresses for

A They are.

Q Are you requesting this Board to force poo
t he one unl eased interest as |isted at revised Exhibit B-3?

A Yes.

Q Again, are you famliar with the fair market
value of drilling rights in this unit and in the surrounding
area?

Yes.
Q Agai n, could you advise the Board as to what

t hose are?

A

Five dollar bonus on a five year termw th a

one-ei ghth royalty.
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Q I n your professional opinion, do the terns
you just testified to represent the fair market val ue of and
the fair reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

JIMKAISERR M. Chairman, at this tine, again, [’

like to incorporate the testinony regarding the statutory
el ection options afforded any unl eased parties that was
previously taken in 05-0517-1451.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we do have a conflicting claim
under Tract 2, is that correct?

A That's correct.

Q So, we do need the Board to establish an
escrow account for the purposes of any proceeds attri butable
to Tract 27?

A Yes. The...the revised exhibits that | just
handed out, did not have a copy of the Exhibit EE attached.
It's attached to the application. Since there wasn't any
change init, | didn't include it in the revised exhibits.
But it is a part of the application.

Q You nean just E and not EE?

A E, yes, I'msorry.
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Q

And who shoul d be nanmed t he operator under

any pooling order?

A

o > O »F

wel | ?

Q
submtted to the

A
Q

Equi t abl e Producti on Conpany.

And the total depth of the proposed well?
It's 2461 feet.

Estimated reserves for the unit?

300 mllion cubic feet.

Are you famliar with the costs for this

Yes.

Has an AFE been revi ewed, signed and
Board as Exhibit Cto the application?
It has.

I n your opinion, does this AFE represent a

reasonabl e estimate of the well costs?

A.
Q

It does.

Coul d you state both the dry hole costs and

conplete well costs for the Board?

A

$120, 201 for the dry hole costs and the

conpleted well costs is $269, 419.

Q
conpl eti on?

A

Do these costs anticipate a nmultiple

They do.
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Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAISERR W' d ask that the application be

approved with the revised set of exhibits.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes, but Donald
Ratliff.)
BENNY WAMPLER:  Opposed, say no.
DONALD RATLIFF: 1'l1 abstain, M. Chairnman.
BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. The next itemon the agenda is a petition

from Equi tabl e Production Conpany for creation and pooling of
conventional gas unit V-502365. This is docket nunber VGOB-
05-0517-1454. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall on behal f of Equitable Production Conpany. W,
agai n, have sone revised exhibits. This is just a Bthis
time, isn't it?

DON HALL: Yes.

JIMKAISER: Just a revised B and it's for an

address change only.
(Don Hal |l passes out the revised exhibit.)

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

DON HALL
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Hall, you're famliar with our
application seeking to establish a drilling unit and pool any
unl eased interest in the unit for...underlying the well
nunber V-502365, which was dated April the 15th, 20057

A Yes.

Q And prior to filing the application, were
efforts nmade to contact each of the respondents listed in
Exhibit B and an attenpt nade to get a voluntary | ease from
t henf

A They were.

Q Ckay. And what is the interest that
Equi t abl e has under lease in the unit?

A W have a 97.74%

Q That represents all the interest with the
exception of Tract 47

A That's correct.

Q Ckay. And the percentage that remains
unl eased at this tinme 2. 26%

A That's correct.

Q Ckay. And are all the unleased parties set

out at Exhibit B-37?
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A They are.

Q And we don't...again, we don't have any
unknown interest owners within this unit?

A No.

Q Are the addresses set out in the revised
Exhibit B are the | ast known addresses for the respondents,
right?

A That's correct.

Q And are you requesting the Board to force
pool all unleased interest, that being the interest in Tract

4 as listed at Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Agai n, advise the Board as to what those
are?

A A five dollar year...a five dollar bonus, a

five year termwith a one-eighth royalty.
Q And, in your opinion, do the terns you just
testified to represent the fair nmarket value of and the fair

reasonabl e conpensation to be paid for drilling rights within
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this unit?
A They do.

JIM KAISER.  Again, M. Chairman, |1'd ask that the

testinony previously incorporated be incorporated again.

BENNY WAMPLER: That wi || be incorporated.

Q Now, M. Hall, we do not need the Board to
establish an escrow account for this particular unit or for
this particular well?

A That's correct.

Q And who shoul d be naned t he operator under

the force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth for this well?

A 5,070 feet.

Q And is the applicant requesting the force

pooling of conventional gas reserves, not only to include
designated formations in the application, but any other
formations excl udi ng coal formations, which nay be between
those formations designated fromthe surface to the total

depth drill ed?

A Yes.
Q The estinmated reserves for this unit?
A 300 mllion cubic feet.
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Q Are you famliar with these well costs?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q Does this AFE, in your professional opinion
represent a reasonable estimate of the well costs?

A It does.

Q Coul d you state what the dry hole costs and
conpleted well costs for this well?

A Dry hole costs is $219, 223 and the conpl eted
well costs is $362, 757.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A. Yes.
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JIM KAISER.  Nothing further of this w tness at

this time, M. Chairnmn.

BENNY WAMPLER:  Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAISERR  W'd ask that the application be

approved as submtted with the revised Exhibit B-3 reflecting
one address change.

BENNY WAMPLER: Do | have a notion?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
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for creation and pooling of conventional gas unit V-536764.
This is docket nunber VGOB-05-0517-1455. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIM KAISERE M. Chairman, again, Jim Kaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with Equitable's
application seeking the establishnment of a drilling unit and
the pooling of any unleased interest wwthin that unit for EPC
wel | nunber V-536764, dated April the 15th, 20057

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A V¢ do.

Q And prior to filing the application, were
efforts nmade to contact each of the respondents having an

interest in the unit and an attenpt nmade to work out a

106



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

voluntary | ease agreenent?
A Yes.
Q VWhat is the interest of Equitable under

lease in the unit at this tinme?

A We have a 81.11% | eased.

Q And are all unleased parties set out in our
Exhi bit B-3?

A They are.

Q And what is the interest in the unit that

remai ns unl eased?

A 18. 89%

Q And that represents...it's a four tract unit
and everything is | eased except for Tract 3?

A That's correct.

Q Ckay. And the owners...the undivided
interest owners in Tract 3 are the Power's famly, who we've
pool ed, gosh, probably five or six different occasions?

A That's correct.

Q Ckay. And we don't have any unknown owners
within this unit, correct?

A No.

Q Are the addresses set out in Exhibit B the

| ast known addresses for the respondents?
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A Yes.
Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Agai n, could you advise the Board as to what
t hose are?

A A five dollar bonus on a five year termwth
a one-eighth royalty.

Q And, in your opinion, do the terns you just
testified to represent the fair nmarket value of and the fair
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.

JIMKAISER M. Chairman, again, |1'd ask that the

testinony regarding the el ection options be incorporated.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we do not need to have the Board
to establish an escrow account for this unit, is that

correct?
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A
Q

That's correct.

And who shoul d be nanmed t he operator

the force pooling order?

A

o > O >» O >» O

submtted to the

A
Q

represent a reasonable estimate of the well

A.
Q

conpleted well costs for this well?

A

Equi t abl e Producti on Conpany.

The total

depth for this well?

It's 5720 feet.

The estimated reserves of the unit?

275 mllion cubic feet.

Are you famliar with the well costs?

Yes.

Has an AFE been revi ewed,

Boar d?

It has.

I n your professional

Yes.

si gned and

opi nion, does it

costs?

under

Coul d you state both the dry hole costs and

Dry hole costs is $220,928 and the conpl eted

well costs is $375, 234.

Q
conpl eti on?

A

Do these costs anticipate a nultiple

They do.
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Q And does your AFE include a reasonable
charge for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAI' SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAISERR W' d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbtion to approve.

JIM M| NTYRE: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying
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yes.

(Al nmenbers signify by saying yes, but Donald
Ratliff.)

BENNY WAMPLER:  Opposed, say no.

DONALD RATLI FF: | abstain.

BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. The next itemon the agenda is a petition

from Equi tabl e Production Conpany for creation and pooling of
a conventional gas unit V-535453, docket nunber VGOB-0517-
1456. We'd ask the parties that wish to address the Board in
this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall. W do have sone revised exhibits, including a
revised plat on this well. [I'Il et M. Hall hand those out
bef ore we get goi ng.

(Don Hall passes out revised exhibits.)

(O f record discussion.)

JIM KAl SERE  Okay. Maybe before we get into the

standard testinony, let's have M. Hall go through these
revised exhibits and explain what they represent. You can
start with the plat nmap.

DON HALL: Okay, well, with the plat, once we made

application, we found that Tract 15 had been sold to H Jack
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Rose. W changed that from Carol Kennedy to Jack Rose. Then
that's also reflected in the exhibit. |In addition, the
exhibits include Tract 2, which has been | eased since the
|ast...since nade application. It would also include a B-2
di sm ssing Joey Miullins in Tract 2, which has been | eased and
di sm ssing Carol Anne Smith Kennedy, who had sol d her
property to Jack Rose. So, the new exhibits reflect the

| eased...the tract that we've |eased and the tract that has
been sold to Jack Rose and the plat has been corrected to
reflect that as well.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Go ahead with your testinony.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay, M. Hall, you're famliar with the
application we filed seeking the establishnment of a drilling
unit and pooling any unleased interest in the unit for EPC
wel | V-535453, which was dated April the 15th, 20057

A Yes.

112



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Q Does Equitable own drilling rights in the
unit here?

A W do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents owning an
interest and an attenpt nmade to work out a voluntary | ease
agr eenent ?

A Yes.

Q As of right now, what is the interest of
Equi t abl e under |ease in the gas estate?

A We have a 73.83% | eased.

Q And are all unleased parties set out in
revi sed Exhibit B-3?

A Yes.

Q And what is the interest in the unit that

remai ns unl eased?

A 26. 17%

Q Ckay, we don't have any unknowns?

A Correct.

Q But we do sort of have an odd situation

on...we got an interlock situation on Tracts 10 and 11, is
that correct?

A. That's correct.
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Q Do you want to kind of explain that to the
Board and why we don't need escrow?
A Well, we probably...

(Ji m Kai ser and Don Hall confer.)

A vell, the---.

Q Well, explain why we do need escrow, |I'm
sorry.

A The descriptions of those tracts with

thirteen, twelve and eight overlap. W've reflected that in
the exhibit. Tract ten, either Ernest Kennedy or Wllie Lee

Rose owns it, depending on who would end up with the overl ap,

or interlock as sone people call it. The sane situation
wth...with Tract 11. It's either a French famly or Ernest
Kennedy.

Q Ckay. So, we did include with our original

application Exhibit E to reflect that conflicting claim
situation, correct?
A Yes.

BENNY WAMPLER: Let ne ask a question since we're

right here. The tracts that M. Hall just testified to,
thirteen, twelve and eleven, | think you said---.
A Ten and el even.

JIM KAl SER.  Just ten and el even.
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BENNY WAMPLER: Just ten and el even?

A. Yeabh.

BENNY WAMPLER: Ckay. You nentioned the other one

a mnute ago and that's the reason---.

JIMKAISER |'msorry.

A Well, they cane out of that. That's what
the overlay part is.

JI M KAI SER: (1 naudi bl e.)

BENNY WAMPLER: But ten and el even are the only two

that---.
A Ri ght .
JI M KAl SER.  Yeabh.

A We...we show themas a tract in itself on
the plat to differentiate themas being the two pieces that
are overl appi ng.

BENNY WAMPLER. Ckay. o ahead.

Q And are the addresses set out in our revised
Exhibit B, the last known addresses for all the interest
owner s?

A Yes.

Q Are you requesting this Board to force poo
all unleased interest as |listed at revised Exhibit B-3?

A. That's correct.
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Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.
Q Advi se the Board as to what those are.
A A five dollar bonus on a five year term and

a one-eighth royalty.

Q I n your opinion, do the terns represent the
fair market value of and the fair reasonabl e conpensation to
be paid for drilling rights within this unit?

A They do.

JIMKAISERR M. Chairman, again, |1'd ask that the

el ection option testinony be incorporated.

BENNY WAMPLER:  That will be incorporated.

Q Ckay, and | guess, M. Hall, we have
est abli shed that we do need to create an escrow account for
Tracts 10 and 117

A Yes, the two overl apped pi eces.

Q And who shoul d be nanmed t he operator under

any force pooling order?

A Equi t abl e Producti on.
Q The total depth for this well?
A 5926 feet.
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Q The estinated reserves for the unit?

A 300 mllion cubic feet.

Q Are you famliar with the well costs?
A Yes.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A It has.

Q I n your opinion, does it represent a
reasonabl e estimate of the well costs?

A Yes.

Q Coul d you state both the dry hole costs and

conpleted well costs for this well?

A Dry hole costs is $261,510 and the conpl eted

wel | costs is $465, 880.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of

conservation, the prevention of waste and the protection of
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correlative rights?
A Yes.

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER:  Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved with the revised Exhibit A being the
plat, and then the revised B and B-3 and B-2.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes, but Donald
Ratliff.)
BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: | abstain, M. Chairnman.
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BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemon the agenda is a petition
from Col unbi a Natural Resources, LLC for creation and pooling
of conventional gas unit 825532. This is docket nunber VGOB-
0517-1457. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JI' M KAl SER: M. Chairman, we'd like...could we

skip down to nunber nineteen, which is Don's |ast one from
the May docket...Equitable's | ast one fromthe May docket and
then bring Colunbia for seventeen and ei ght een?

DON HALL: It doesn't matter to ne.

JIMKAISER It doesn't matter. But, | nean,
it's---.

DON HALL: | can wait.

BENNY WAMPLER: Are you representing Col unbia as
wel | ?

JI M KAl SER  Yes.

BENNY WAMPLER. Ckay. |1'll go ahead and call that.

A petition from Equitable Production Conpany for a well

| ocati on exception for proposed well V-536098, docket nunber
VGEOB- 05- 0517-1459. W' d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JIM KAl SERR M. Chai rman and Board nenbers agai n,
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Jim Kai ser and Don Hall for Equitable Production Conpany. W
do have an exhibit for this |ocation exception hearing that
M. Hall wll pass out.

(Don Hall passes out the exhibit.)

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, do your responsibilities include
the land involved in this unit and the surroundi ng area?

A Yes.

Q And you're famliar with the application we
filed seeking a | ocation exception for well V-536098?

A Yes.

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia Gas and Q| Board
Regul ati ons?

A They have.

Q Wul d you point out to the Board the
ownership of the oil and gas underlying this unit?

A. Pi ne Mountain owns 56.87% and St andard
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Banner Coal Conpany owns 43. 13%

Q All right. And we're seeking an exception
from 5020187

A 502108.

Q I"msorry. Um 1|'ve got that wong on the
application. 502108. W've got a typo in the application.

Does Equitable have the right to operate that reciproca

wel | ?
A W do.
Q Are there any correlative rights issues?
A No.
Q Coul d you explain for the Board, in

conjunction with the exhibit you just passed out, why we need
this | ocation exception?

A Again, as | showed you on the previous
exhibit, the circles around those wells represent 2500 foot
radi us around those wells. 2108 is 2313 feet from6098. |If
you go about due South of where that |ocation is spotted, you
hit the first area in which we could get a | ocation that
woul d be 2500 feet away from each of those wells. That area
is very steep. It's about a 50% slope in there. The road
com ng around through there, the hillside breaks off pretty

steep below that. Then in between those two roads, out on
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the next point, there is a East Tennessee Natural Gas
Pi peline com ng up through there and a CNR Conpressor
Station. So, rather than...to get a legal l|ocation, we'd
probably have to cone over into that strip job sonewhere,
whi ch woul d nmake it very...quiet a distance fromthe other
wells. So, these...all three of these wells that
we're...that we're showing here are our wells. So, we're not
effected any other party. So, we...that spot we chose is the
best spot we could find for it as close as we can to a | ega
| ocation; and, of course, that spot has al so been co-approved
by the coal conpany.

Q Ckay. In the event this |ocation exception

were not granted, would you project the estinmated | oss of

reserves?
About 300 million cubic feet.
Q And what is the total depth of the proposed
wel | ?
A 6312 feet.
Q And are you requesting this |ocation

exception to cover conventional gas reserves to include the
formati ons designated in the application fromthe surface to
the total depth drilled?

A Yes.
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Q In your opinion, would the granting of this
| ocation exception be in the best interest of preventing
waste, protecting correlative rights and maxi m zing the
recovery of the gas reserves underlying the unit for V-
536098?

A Yes.

JIM KAISER.  Nothing further of this w tness at

this time, M. Chairmn.

BENNY WAMPLER. M. Hall, just out of curiosity,

when you drill these wells and get the | ocation exception and
you're drilling these wells, and I know di stances vary, but
what kind of...what kind of inpact is it having on adjacent
wel | s?

DON HALL: | really can't testify to that. But ny
understanding is it doesn't. | nean, that's...when we...when
we get a...seek a | ocation exception, we check with our
geol ogy and engi neering people to see if they feel like it
woul d have any inpact and they approve where we put these
spots. So, obviously, based on their know edge anyway. It's
not...not effecting them

BENNY WAMPLER:  But you're not sure actually

produci ng how they're doi ng?

DON HALL: | can't...that's not anything |I'm
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famliar with. That's sort of out of ny expertise.

BENNY WAMPLER: Ckay. O her questions from nenbers

of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M KAI SER: M. Chairman, we'd ask that the

application be approved as subm tted.

yes.

Ratliff.)

ahead and

Resour ces,

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes, but Donald

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLI FF: | abstain, M. Chairmn.

BENNY WAMPLER. One abstention, M. Ratliff. | go

recall the petition from Col unbi a Nat ural

LLC. That's docket nunber VGOB-0517-1457. W'd
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ask the parties that wish to address the Board in this matter
to cone forward at this tine.
(O f record discussion.)

JI M KAl SER.  Ckay, M. Chairman and Board nenbers,

Ji m Kai ser on behal f of Colunbia Natural Resources, LLC. Qur

witnesses in this matter will be Ms. Lynette Greene and M.

Robert Keenon. W' d ask that they be sworn at this tine.
(Robert Keenon and Lynette G eene are duly sworn.)

JIM KAI SERE  We have sone revised exhibits that |

want to hand out to you. It will be a revised Exhibit B and
a revised Exhibit B-3.
(Jim Kai ser passes out revised exhibits.)

JIMKAISER  Okay. Qur first witness inthis

matter will be Ms. G eene.

LYNETTE GREENE

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ms. Geene, if you' d state your nane for the
Board, who you're enployed by and in what capacity?

A My nane is Lynette G eene. |'ma senior
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| and representative with Col unbia Natural Resources.

Q And before we get into your standard
testinony, could you kind of explain what we've done in the
revi sion of these exhibits?

A We had two tracts reposed on there. W had
the drill site tract showi ng as the unl eased tract, you know,
just a small tract on the western side of the unit.

JIM KAl SERE  And because of the commbn ownership in

three of the four tracts that were in this unit, we had sone
nunbers transposed in the original application, which was
filed April the 15th for the May docket, which got conti nued
until today. So, this accurately...the new exhibits
accurately depict the ownership in the unit on a tract by

tract basis.

Q Are you famliar with the application wll
filed seeking to establish a drilling unit and pool any
unl eased interest in the unit for well...CNR well nunber

825532, which was dated April the 15th, and then the
subsequent revisions that we've nmade today?

A Yes.

Q Ckay. Does CNR own drilling rights in the
unit involved here?

A Yes.
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Q Thi s proposed unit depicted Exhibit A that
being the plat, include all accurate wthin a 1250 f oot
radi us of this proposed well?

A Yes.

Q And prior to filing the application, were
efforts made to contact each of the respondents within the
unit and an attenpt nmade to work out a voluntary agreenent?

A Yes.

Q And what is the interest of CNR that's under

lease in the unit at this tinme?

A 99. 92%

Q And are you famliar with the ownership of
drilling rights of parties other than CNR underlying this
unit?

A Yes.

Q And what percentage remai ns unl eased?

A 0. 079.

Q And are all the unleased parties set out at

our revised Exhibit B-3?

A Yes.

Q And we do not have any unknown interest
owners within this unit, correct?

A. That is correct.
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Q And are the addresses set out in our revised
Exhibit B, the |ast known addresses for the respondents?

A Yes.

Q And are you requesting this Board to force

pool all the unleased interest as |isted at Exhibit B-3?

A Yes.

Q And are you famliar with the fair market
value of drilling rights in this unit and the surroundi ng
area?

Yes, | am

Q Coul d you advise the Board as to what those
are?

A It's a $5 bonus with a five year termand a

one-ei ghth royalty.

Q In your opinion, do the terns you j ust
testified to, represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIMKAISER M. Chairman, again, |1'd ask that the

testinony regardi ng el ection options be incorporated.

BENNY WAMPLER:  That will be incorporated.

Q And, Ms. Greene, we do not need to establish
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an escrow account for this unit, is that correct?
A That is correct.
Q And who shoul d be nanmed operat or under any

force pooling order?

A Col unbi a Natural Resources.

Q LLC?

A LLC.

JIMKAISER Ckay. That's all | have for this

witness at this tine, M. Chairman.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.
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ROBERT L. KEENON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Keenon, if you'd state your nane for the
Board, who you're enployed by and in what capacity?

A Robert L. Keenon. |'m enployed by Col unbi a
Nat ural Resources, LLC as a senior petrol eum engi neer.

Q And your responsibilities include the |Iand
involved in this unit and in the surrounding area?

A They do.

Q And are you famliar with the proposed

expl oration and devel opnent of the unit involved here?

A Yes.

Q And what's the total depth of the proposed
wel | ?

A $5, 455 feet.

Q And are you requesting the force pooling of

conventional gas reserves, not only to include the formations
as designated in our application, by any other formations
excl uding coal formations, which may be between those

formati ons designated fromthe surface to the total depth
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drill ed?

A V¢ do.

Q And the estinmated reserves for this unit?

A 400 mllion standard cubic feet.

Q Now, are you famliar with the well costs?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

Q And, in your opinion, does this AFE

represent a reasonable estimate of the well costs?
A It does.
Q Coul d you state for the Board both the dry

hol e costs and the conpleted well costs for this well?

A The dry hole costs are expected to be
$244,937. The conpleted well costs, including well line, are
$434, 721.

Q Do these costs anticipate a nultiple

conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A. Yes.
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this time, M. Chairmn.

Boar d?

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAI'SERR  We'd ask that our application be

approved as submtted with the addition of the revised

Exhi bit B and B-3.

yes.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Col unbi a Natural Resources,
LLC for a well |ocation exception for proposed well 824544,
docket nunber VGOB-0517-1458. We'd ask the parties that w sh
to address the Board in this matter to cone forward at this
tine.

JIM KAISER:  For this particular hearing, Jim

Kai ser and Robert Keenon for CNR, LLC
BENNY WAMPLER. Ckay. The record will show no

others. You nmay proceed.

(Jim Kai ser and Robert L. Keenon confer.)

ROBERT L. KEENON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Keenon, if you would state your nane,
agai n, who you're enployed by and in what capacity?

A My nane is Robert L. Keenon. |I'm enployed
by Col unbia Natural Resources as a senior petroleum engi neer.

Q And you're famliar with the application we
filed seeking a | ocation exception for well 8245447

A. Yes.
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Q And have all interested parties been
notified as required by Section 4(B) of the Virginia Gas and
O |1 Board Regul ations?

A Yes.

Q Wbul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well
nunber 8245447

A Bi g Sandy Coal Corporation has 84.11%

i nterest, Buchanan Gas has a 2.80 interest and Mel El sw ck,
et al, has 13.07% i nterest.

Q All right. And we're seeking an exception
fromyour well 824629, is that correct?

A It is.

And CNR has the right to operate that well?

A V¢ do.

Q Are there any correlative rights issues?

A No.

Q Can you explain for the Board...we' ve got
quiet...if the Board will turn to the application and | ook at

Section 2.2. W have a very detail ed explanation of why
we're seeking this |location exception, if you just want to
take a mnute to review that and then M. Keenon w || have

sone additional testinony fromthat point.
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A Qur original site was submtted for review
by our field personnel and the coal representatives. The
original site that we selected was approxi mately 2500 feet
fromwell 24629. Upon review by the coal interest, the coa
operator requested that we nove the | ocation at |east 200
feet to the west in the direction of 24629 in order to be
within a solid coal pillar away fromthe seal ed open m ne
works. W spotted the location pretty nmuch at their request
and we were under the inpression that we had coal approval on
that | ocation. Just for the Board, and especially for Bob's
interest, there's sone other things that were in discussion
or negotiation at that tinme. Since that tine, they have
notified us that they object to the | ocation, which they
initially kind of gave us the approval on. W're not under
the inpression that they had notified you, the State, or
anyone about their concerns with this |ocation. Therefore,
we're proceeding at this point. Werever this thing is fully
goi ng through the permtting phase, | nean, there is a
possibility that an objection m ght be raised, in which case,
you know, we’ll just have to start over. But for right now,
for all intense and purposes, it appears this is kind of
being put into a |larger pool of other itens that are being

negot i at ed.
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JIMKAISER We did receive...M. Geene did

receive a letter dated 4/21 or a fax dated 4/21 that,
apparently, was not filed with DGO and they're not here

t oday, you know, stating what M. Keenon has just said. So,
it appears to us to be in essence, a negotiating ploy and
they may raise the sane objection at the permt.

BENNY WAMPLER:  Who wrote that letter that you're

referring to?

JI M KAl SER: Bill Fuller.

BENNY WVAMPLER W th who?

JIMKAI'SER | guess, he's with Rapoca isn't he?

LYNETTE GREENE: Yes.

BENNY WAMPLER: | just wanted to get that on the

record. Are they a mneral owner in this tract?

JIM KAl SER.  They're a coal owner...a coal |essee.

ROBERT L. KEENON: Operat or.

JI M KAl SER:  Coal |essee, | guess.

BENNY WAMPLER: | s that your understandi ng, M.

Keenon, a coal | essee?

ROBERT L. KEENON: Yes. Big Sandy is the m neral

owner of record. Well, | shouldn't say anything nore. But
we're going to proceed, | guess...we're attenpting to

proceed. W think that this will be worked out, that the
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issue wll be nute...noot. W just wanted to kind of bring
it to M. Wlson's attention in case he...so that he woul dn't
get caught by surprise if sonething cane up on this
particul ar well.

JIM KAl SER:  Yeah, | guess, technically, since they

didn't file it with you and they're not here today, we didn't
have to bring it up. But---.

BOB WLSON: | can state, since it has been brought

up, that to nmy know edge, the Division of Gas and G| has not
recei ved objection to this permt, actually.

ROBERT L. KEENON: And our inpression is it's just

another collective itemas far as a process of negotiation.

BENNY WAMPLER. Do you have anything further, M.

Kai ser ?

JIMKAISER W still have a little nore testinony.

Q M. Keenon, in the event this |ocation
exception were not granted, would you project the esti mted

| oss of reserves?

A 400 mllion standard cubic feet.

Q And the total depth of the proposed well?
A 5,595 feet.

Q And are we requesting that this |l ocation

exception cover conventional gas reserves to include the
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designated formations in our application fromthe surface to
the total depth drilled?

A W are.

Q In your opinion, would the granting of this
| ocation exception be in the best interest of preventing
waste, protecting correlative rights and the maxi m zing the
recovery of the gas reserves underlying the unit for 824544?

A Yes, it woul d.

JIM KAI' SER.  Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

(No audi bl e response.)

BENNY WAMPLER. We' d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a---7?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER:  You have a notion to approve.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

JI M KAI SER:  Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from EOCG Resources, Inc. appealing a decision by M.
Wlson, the Gas and G| Director, denying permt application
nunber 7780, 7781 and 7791. This is docket nunber 05-0621-
1466. We'd ask the parties that wish to address the Board in
this matter to cone forward at this tine. My | have you
state your nanes for the record, please?

TIM SCOTT: Tim Scott for the petitioner.

PETER BACON:. Peter Bacon, EOG Resources.

MARK SWARTZ: Mark Swartz and Les Arrington for

| sl and Creek Coal Conpany and CNX Gas.
BOB WLSON: Bob WIson appearing here as the

Director of the Division of Gas and G |.

BENNY WAMPLER:  |'l| ask you to swear the fol ks in,

i ncluding M. WI son.

(Bob Wl son, Mark Swartz, Tim Scott, Peter Bacon
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and Leslie K. Arrington are duly sworn.)

BENNY WAMPLER:  You may proceed, M. Scott.

TI M SCOIT: Thank you, M. Chairman. |f nenory
serves ne correctly, | believe, that | seen an appeal on
361. 12 objection before the Board. But the...l'mnot sure
that the facts are necessarily in dispute here except that
ECG s position that the distance |imtations for the wells,
which is provided for in 361.12 has a nmandate that the
provi sions...other objections need to be consi dered under
361. 11, which was not done at the informal fact finding
hearing. So w thout having gone through those, | think it's

clear that the statue says, "If the well operator and the

obj ecting coal owner is present or represented at the hearing

to consider the objections,” plural, "to the proposed
drilling unit or location, are unable to agree upon a
drilling unit or location for a new well within 2500 |inear

feet of the location of an existing well or well for which a
permt application is on file, then the permt or the
drilling unit shall be refused."” That's the thrust of our
argunent is that those...the other objections and other
criteria set forth in 361.11 were not considered by the... by
the Director.

BENNY WAMPLER.  Ckay, M. Swartz.
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MARK SWARTZ: Did you distribute the petition and

the response to the petition? | nean, did the Board nenbers
all---.

BENNY WAMPLER:  They have it.

MARK SWARTZ: M response is real short, and ||

just kind of focus you on where |'mcomng from it's
actually, | think, pretty (inaudible), in opinion, in ny
response. | just have a lot of trouble reading 361.11 as
applying at all here. The argunent is that M. Scott and his
client are making is that this coal veto, which is the 361.12
distance limtation, is sonehow ..can only occur at the end
of a 361.11 hearing. And, you know, as | point out in ny
response, Island Creek made no 361.11 objections. | nean,
we're not going to go over there and waste M. Wlson's tine
or anybody's tinme, you know, with a bunch of objections.
There's a whole laundry list of 361.11. But what we did do
is we showed up and said, “there is not an acceptable

| ocation within 2500 feet of existing wells, and we woul d
prefer to not have this well.” I think this...this statutory
frame work is that sinple. To kind of go back in tine a
little bit...so essentially, our position is you can nmake a

361. 12 objection in a vacuum W could show up a hearing and
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say, you know, “I'm the coal owner or I represent the coal
owner and we don't want wells closer than 2500 feet apart”
period and you're done. That's our position on this. W
think this is very clear. Qobviously, M. WIlson reads it as
sinply as we do because his decision indicate...as his
decision indicates. The only other observation | would nake
is to kind of go back in tine to the passage of the 1990
Virginia Gas and G| Act. There were intense negotiations
between the oil and gas industry and the coal industry, at
that point intinme. |I'mnot sure that...in fact, | am
certain none of you all were on the Board at that tine.
Benny was certainly around and involved at that tinme. There
were significant negotiations between the Coal Associations,
bet ween representatives of the Virginia Gas and G| G oup,
VOGA, and al so other people were represented directly. |
mean, CNR was present during those negotiations. Consol was
i nvol ved in those negotiations. Oxynel Petroleum who I
represented at that tine, was involved. Essentially, coa
and the oil and gas conpanies, the interest, worked out a
conprom se that allowed the aw to be passed. This wasn't
sonething that the legislature did on its own and sonehow
made sone kind of hideous m stake. | nean, this 361.12 was a

negoti ated term between the industries to allow the |aw to be
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passed. So, if...you know, | don't want any of you to have a
feeling that the | egislature was operating in a vacuum and
sonehow picked this termand went with it. It was a

negotiated term And | think that it got witten down very
clearly and I'm sinply suggesting to you that M. WIson read
it right, got it right, and did the right thing at the

hearing that he had. That's where | am

TIM SCOIT: | guess, in response, and this will be
before we start testinony. |If the...clearly the |egislature
used the term "...consider the objections...", objections

woul d be plural, not to discount what was in 11.
Additionally, and I don't think there's any denial of the
fact that the Gas and O | Act clearly contenpl ates the
concurrent m neral devel opnent between the gas and oil owner
and the coal owner, which is clearly stated in 361.11, trying
to reach a conprom se in order to be able to have the

devel opnent occur anong the various mneral parties. So, we
don't believe that is correct. | don't believe that you can
read 361.12 in a vacuum It has to be considered wth other
provi sions of the Gas and G| Act.

BENNY WAMPLER: | ' m goi ng go ahead and ask M.

Wl son, fromhis prospective, state his findings.
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BOB WLSON: Ckay. A bit of background. The

Division of Gas and O | received 3 applications for permt to
drill located in the Pilgrims Knob Field area being the
operations Plum Creek Nunber 4-05, Big Vein Nunber 9-05 and
Big Vein Nunber 8-05. W gave those applications...
application nunbers 7780, 7781 and 7791 respectively. W
recei ved coal owner objections fromlsland Creek Coal Conpany
signed by M. Bill Fortall, who is, | believe, manager of
engineering, in atinely fashion. M. Fortall...Island Creek
and M. Fortall raised the objection that has been stated
under Section 45.1-361.12(A) of the Code of Virginia. "If
the well operator and the objecting coal owner present or
represented at the hearing to consider the objections to the
proposed drilling unit or location are unable to agree upon a
drilling unit or location for a well within 2500 |inear feet
of the location of an existing well or well for which a
permt application is on file, then the permt or drilling

unit shall be refused. During the course of the infornal
hearing...and | mght for the benefit of the Board point out
here that the purpose and the intent of the informal hearing
process on permtting issues is, hopefully, to gain agreenent
anong the parties to the dispute. |If that's inpossible, then

the | aw nandates that |, as the Director of the D vision of
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Gas and O 1, render a decision, which, of course, is

appeal able to the Board and is how we got here. At the

i nformal hearing, which was hel d on Wednesday, April the
20t h, 2005, we, as we often do, recessed the hearing, took it
off the record and gave the parties involved the opportunity
to negotiate on their own, and off the record, to see if they
can cone to an agreenent. They had conversations for a very
short period of time. Cane back saying that they were unable
to reach an agreenent. W proceeded with the conference.

The gist of testinobny was fromthe representatives of the
coal owner that there are no other |ocations available in any
of those three Pilgrimis Knob units that woul d be acceptabl e
to the coal owner. | will read into the record here a
section of the decision that | wote, which reveals, | think,
the logic that | was using here: "Section 45.1-361.12(A) is
very straight forward and unequivocal. It does not require

t he objecting coal owner to provide explanation or
justification and does not allow for any discretion on the
part of the Director. Sinply put, the statute requires that
in the absence of an agreenent between the coal owner and the
applicant regarding a well closer than 2500 feet from an
existing well, the permt shall be denied. It is, therefore,

the decision of the Director, to deny the permts for wells
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Plum Creek 4.05...4-05, Big Vein 9-05 and Big Vein 8-05."

The parties were infornmed of the decision and notified of

their right to appeal. The appeal was filed and those permt

appl i cations have been put on hold pending the appeal, which

is what we're here to | ook at today.

BENNY WAMPLER: Ckay, M. Scott.

TIM SCOIT: Okay. | think that M. Swartz and |
have fairly well set our positions for the Board. | just
have a couple of questions for M....M. Bacon.

PETER BACON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOTT:

Q

o > O »

Cannonsbur g,
Q
A

Di vi si on.

If you' d state your nane, please.

Pet er Bacon.

And by whom are you enpl oyed?

ECG Resour ces.

And where is EOG Resources | ocated?

Qur Pittsburgh division is located in
Pennsyl vani a.

VWhat is your job title?

|''mthe | and manager of the Pittsburgh

Are you responsible for filing permt
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appl i cations?

A Yes.

Q Ckay. The...as M. WIlson indicated, you
recei ved objections to those applications, is that...is that
correct?

A Yes, we did.

Q Ckay. By Island, who is the respondent

here...which is the respondent here, is that right?

A Yes.

Q Did you try to reach an agreenent
with...with Island Creek?

A Yes, on several occasions.

Q And did you offer or inquire as to any

| ocation within those units which woul d be acceptabl e?

A Yes, we did.

Q And the response was?

A There were no acceptable | ocations.

Q Ckay. Are your attenpts ongoing with Island
Creek?

A To the extent they can be. They've

identified to us a single individual to whom we shoul d
address our concerns, and that individual will not respond to

letters, will not respond to phone calls, wll not respond to
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visits...personal visits to their office.

Q Ckay. Is it your intention to address the
concerns of Island as to well |ocations?
A. W'd like to find out what their concerns

are so that we mght address themeither operationally or
contractual ly.

TIM SCOIT: That's all the questions | have for M.

Bacon.

BENNY WAMPLER. M. Arrington, are the reserves,
the coal reserves in the are where the well is proposed
m neabl e?

LESLIE K. ARRI NGTON: Yes, sir.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

TIM SCOIT: No, sir.
BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: Not hi ng.

BENNY WAMPLER: Do you have anything further?

BOB W LSON: No, sir.

BENNY WAMPLER. Do you have anything to add?

SHARON PIGEON: | agree with M. WIlson's
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interpretation of 45.1-361.12 and historically that statute
has been interpreted to be a veto power in the coal owner.
think, as far as M. Scott's references to 45.1-361.11, that
those...that laundry list of factors to be considered are
nore directed, at |least historically fromthe way this has
been interpreted, as points that should be considered in the
event the coal owner is perhaps disagreeing with a particul ar
| ocation, but is not saying that there is no | ocation that
they woul d agree to, the parties disagree on which |ocation
shoul d be chosen.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: | just have one coment.

BENNY WVAMPLER M. Garbi s.

DENNI S GARBI'S: |'m ki nd of disappointed that at

| east there wasn't sonme additional effort or that a
conprom se couldn't be reached sonewhere along the line to
make this thing happen. | can't believe that there's not
sone...sone way that there can't be a conprom se.
(Benny Wanpl er confers wi th Sharon Pigeon.)
SHARON PIGEON:. As M. W/l son said, part of the

informal fact finding that he conducts is an attenpt to help
the parties reach an agreenent. | think those factors are

set out in 361.11 are directed toward hel ping the parties,
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per haps, work through a di sagreenent. But, again, you've got
to have the parties that are interested in two different

| ocations as opposed to no location at all. The shal

| anguage in 12 is, "...shall be refused...", is pretty

strai ght forward.

DENNI S GARBI S: | can't believe there's not

sone...sonme conprom se sonewhere.

MARK SWARTZ: Sonetines there isn't. | nean,

not...not being smart about it. | nean, you know, there are
often tines agreenents, probably nore often than not, but
sonetines the position is, you know, we're not going to do
this. That is the position here, at least as far as |I can
determne. It doesn't...| nmean, Timreferences

anot her...other instances, you know, they've worked wth

ot her people and they've reached agreenents in spite of the
veto power. But for right now, in this particular spot, that
is the coal position. |I'msure it's very frustrating for
them But, you know, that's...that's our marchi ng order

PETER BACON. Well, and it's particularly

frustrating for us, in light of the fact that other operators
in the i medi ate area have been granted permts wthout
obj ecti ons where objection could have been filed in the

i medi ate area. |'mnot tal king about, | think, offsetting
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units in this area. So, it's particularly frustrating when
we know ot hers are being cooperated with and we are just not
even getting the curtsey of any sort of a reply to any sort
of effort on our part whether it's in witing, telephone
calls or personal visits.

MARK SWARTZ: Well, you know, here once when a

| andowner indicated that he had told, you know, ny clients'
representatives that he woul d never, ever sign a | ease and he
never wanted to see them again and then he was conpl ai ni ng
that they never cane back to talk to him | m ght suggest

t hat perhaps they believed himwhen he told themthat. |
mean, the opportunity to conprom se this year was at the
hearing. | think it was, you know, unequivocally conveyed by
Les at that point, that this was not, at |least at this point,
sonething that they were prepared to consider. You know, |
will say that it would seemas a natter of commobn sense to
me, that if you're going to acquire a |easehold interest in
an area that would dictate that you would be drilling wells
where there is a veto, that you mght want to get an
understanding with the people that could interfere with your
expectations up front rather than later, and we see this a
lot. | nean...and sonetines people who acquire an interest

that are not necessarily sonething that they can proceed
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with, are able to work things out with Island Creek or other
coal conpanies, and sonetines they aren't. You know, this is
a situation where, as |'ve said, they're just not at this
point wlling to entertain exceptions.

PETER BACON: | mght...| mght just anplify on

that, that our chief conpetitor for the | ease that we have
that enbraces these |lands that are in question, our one and
only conpetitor was the party that's denying...objecting to
our | ocations.

MARK SWARTZ: Which would be a pretty good reason

to cause you sone heartache. Well, | nean, let's be
realistic. | don't knowif that's the reason, but | don't
see that as a get around.

DONALD RATLIFF: | nove that we deny the appeal and

affirmthe decision of the Director.

BENNY WAMPLER: | have a notion. Is there a

second?

JIM M| NTYRE: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers signify by saying yes, but Dennis

Garbis.)

BENNY WAMPLER:  Opposed, say no.

DENNI' S GARBI'S:  No.

BENNY WAMPLER: And | abstain...because | supervise
M. WIlson, | abstain. Vote is three, the vote carries. So,

it is overturn...the decision is upheld.

PETER BACON: M. Chairman, mght | ask just what |

think is a rhetorical question, but just so that |
understand, is...what is the...is there a nechani smor what
is the nechani smfor an appeal of this decision?

BENNY WAMPLER: In Crcuit Court, there is a

mechanismto do that. There's also...you know, the other
avenue is to talk to the General Assenbly about the [aw--.

PETER BACON:  Ckay.

BENNY WAMPLER:  ---you know, from that standpoint

if you have any problemw th it. That's the two avenues you

have.

PETER BACON. (Okay, thank you.

BENNY WAMPLER:  Thank you.

TIM SCOTT: Thank you very nuch.

BENNY WAMPLER: It is noon and lunch is here. Do
you want to just break now and do it and we'll reconvene at
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1: 00 o' cl ock?
(Lunch.)

BENNY WAMPLER: Ckay, the next itemon the agenda

is a petition from Col unbi a Natural Resources, LLC for
repool i ng of conventional gas unit 25404, docket nunber VGOB-
05- 0315-1420-01. We'd ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JI M KAl SER: M. Chai rman and nenber of the Board,

Jim Kai ser, Lynette G eene and Robert Keenon on behal f of
Col unbi a Natural Resources, LLC.
BENNY WAMPLER: The record will show there no

others. You may proceed.

JIMKAISER This is, actually, a repooling. W

pooled this well back in March of this year. | don't know

what your pleasure is as to how nmuch of the testinony you

want us to go back through. 1'Il explain to you what has
changed.

BENNY WAMPLER:  |'ll rem nd both witnesses they're
still under oath. You can go ahead and summari ze your
changes.

JI M KAl SER:  Yeah, what happened was Tract 2, which

represents a very small portion of the unit, but it's a big

tract and it's a parent tract in itself. W...it was a |ong
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and tough title. W pooled this prior to finishing the title
work on that tract. As it turns out, the ownership in Tract
2 is different than what was depicted back in March in that
the...what we call the Buchanan and Watt heirs had an
interest. So, if you'll |ook at page three or
whatever...it's not page three, page one, two, three...four
of the exhibit...new exhibit, right before you get to Tracts
3 and 5, you'll see their interest listed there. So, it did
change everybody in Tract 2 and they were all notified of
this repooling. I'Il just try to kind of go around to the
questions that may be pertinent to repooling and if | mss
sonething, just let ne know and we'll go back to it.

BENNY WAMPLER:  Ckay.

LYNETTE GREENE

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ms. Geene, if you would, again, state your
name for the Board, who you're enployed by and in what
capacity?

A Lynette Greene. |'menployed by Col unbi a
Nat ural Resources as a senior |and representative.

Q And you're famliar with our application
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that we filed for a repooling and the establishnment of a
drilling unit and pooling any unl eased interest for well
825404, which was dated May the 20th, 2005?

A Yes.

Q And does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

Q Ckay. And prior to filing the application
were efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary agreenent?

A Yes.

Q Now, what is the interest of CNR under | ease

in the unit today?

A 81. 20.

Q Ckay. And you're famliar with the
ownership of drilling rights of parties other than CNR?

A Yes.

Q And what percentage remai ns unl eased?

A 18. 79.

Q And do you agree with ny assessnent of why

we're repooling this?
A Yes.

Q And we don't have any unknown i nterest
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owner s?

A No.

Q Okay. And are the exhibits that we filed on
May...did | say May the 20th, May the 20th, to the...the
exhibits to the application we filed on May the 20th, are
they all correct, as far as addresses and interest?

A Yes.

Q And are you requesting the Board to force

pool all the unleased interest |isted at our current Exhibit

B- 3?

A Yes.

Q Ckay. Are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A It's a five dollar bonus for a five year

termat one-eighth royalty.

Q And we don't have any unknowns, so we do not
need the Board to establish an escrow account?

A That is correct.

JIM KAl SER  Okay. Nothing further of this w tness
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Boar d?

BENNY WAMPLER

Questions from nmenbers of the

(No audi bl e response.)

BENNY WAMPLER

Cal |

your
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ROBERT L. KEENON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Now, M. Keenon, we'll just briefly...I'm
just going to ask you sone real |eading question and ki nd of
go back over your testinony that was taken in March. Has the

pl an of devel opnent changed at all? Has the total depth of

the well still 5800 feet?
A It is.
Q And the estimted reserves for the unit
still 400 mllion cubic feet?
A They are.
Q And we did not...we did not file...there was

no revisions made to the AFE, is that correct?

A That's correct.

Q So, the dry hole costs are still $223, 441
and conpleted well costs $442,561?

A That's correct.

JIMKAISER. That's all | have of that w tness

...this witness, M. Chairmn

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

DONALD RATLI FF: M . Chai r man.
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BENNY WVAMPLER M. Ratliff.

DONALD RATLIFF: On the plat, M. Keenon, if we

could identify the tract nunbers rather than...you' ve got
Shortridge heirs, Shortridge heirs, Big Sandy Coal, Field
heirs. But when you go back, it's hard to for us to nmake
sure---.

JI M KAI SER:  That actually probably woul d be either

me or Lynette doing that. W do need to start doing that.
W need to put one, two, three and four on there.

LYNETTE GREENE: W' ve asked themto do that.

JI M KAl SER: You have asked themto do that?

LYNETTE GREENE:  Un- huh.

JIM KAl SER:  Ckay.

LYNETTE GREENE: W' ve asked our surveyors to do

DONALD RATLI FF:  Thank you.

LYNETTE GREENE:  Un- huh.

BENNY WAMPLER:  It's real hel pful because it is

hard- - -.
LYNETTE GREENE: Yeah.

BENNY WAMPLER: ---to foll ow

JIMKAISER.  There's a | ot of information squeezed

in there and it's hard to---.
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BENNY WAMPLER: Yeabh.

JI' M KAI SER: ---differentiate it.

BENNY WAMPLER: Ot her questions or comments from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAISERR  W'd ask that the application be

approved as submtted, M. Chairnman.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

JIM M| NTYRE: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a coal bed nethane unit VG 503721, docket
nunmber VGOB- 05-0621-1467. W'd ask the parties that wish to
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address the Board in this matter to cone forward at this

time.

JIMKAISER: M. Chairman and Board nenbers, Jim
Kai ser and Don Hall, again, on behalf of Equitable Production
Conmpany. I'll remnd M. Hall that he's under oath.

DON HALL: Unh- huh.
BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with Equitable's
application seeking a pool order to pool any unl eased
interest in the unit underlying EPC well nunber VC 503721,
whi ch was dated May the 20th, 20057

A Yes.

Q And does Equitable own drilling rights in
the unit involved here?

A Ve do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents and an

attenpt nmade to work out an agreenent regarding the
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devel opnent of the unit?

A Yes.

Q And what is the interest of Equitable in the
gas estate in the unit, and you may want to explain this?

A We have..in Tract 2, Levisa is the coa
owner, but there's conflicting claimbetween the |I. R Boyd
hei rs and Pobst-Conbs heirs as to the oil and gas ownershi p.

So, we've listed 1...2A and 2B in the exhibit. 2Ais the

|. R Boyd heirs and 2B is the Pobst-Conbs heirs. Pobst-
Conbs heirs are all |leased to CNX and so is Levisa. On the
coal side, we've encountered this tract on one other occasion
and had this conflicting claimant in it as well. In the
event that the Pobst-Conbs heirs and Levisa owns the...or the
Pobst - Conbs heirs own the gas estate, we have 96. 32% | eased
or isthel. R Boyd heirs own it, we have 98.24...224242%

| eased.

Q Ckay. And then the interest in the coal
estate that's | eased?

A In the coal estate, there's no conflicting
claim [It's the Levisa Conpany. W have 96.32% of the unit
| eased.

Q Ckay. So, the portion of the gas estate

that remains unleased is either 3.68 or 1.775, is that
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correct?

A That's correct.

Q Ckay. And the percentage of the coal estate
that's unl eased is 3.68?

A That's right.

Q Ckay. W don't have any unknown interest
owners in this unit?

A No.

Q Are the addresses set out in Exhibit Bto
the application, the |last known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus on a five year termwth

a one-eighth royalty.
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Q In your opinion, do the terns you j ust
testified to, represent the fair market value of and the fair
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.

JIMKAISER At this time, M. Chairman, |'d ask,

agai n, that even though we've had a |unch break, that we
incorporate the testinony taken earlier this norning in item
nunmber 1451 regarding the election options afforded to the
unl eased parti es.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we do need the Board to establish
an escrow account, don't we?

A Yes, because where it...if it proves that
the Pobst-Conbs is the oil and gas owner and Levisa is the
coal owner, which it is either way, that group has a split
agreenent we've presented before. But in this case, we can't
use that because we have conflicting claim another group of
heirs. So, we would have to escrow. ..escrow up because of
that conflict.

Q So, the split agreenent is not...doesn't
apply here, it's not rel evant because of the conflicting

claimin the gas estate?
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A Ri ght .

Q And the escrow account would be set up for
proceeds attributable to Tract 27?

A That's correct.

Q And who shoul d be nanmed t he operator under

any force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth of the proposed well?

A 2267 feet.

Q And what are the estimted reserves for the
unit?

A 350 mllion cubic feet.

Q Are you famliar wth the costs?

A Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs?

A It does.

Q And could you state both the dry hole costs

and conplete well costs for this well?

A Dry hole costs would be $127,899 and the
conpl eted well costs would be $299, 372.

Q Do these costs anticipate a nultiple

conpl eti on?
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A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKAI'SER.  No further questions of this wtness,

M . Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAISERR W' d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbtion to approve.

JI M M| NTYRE: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes, but Donald
Ratliff.)
BENNY WAMPLER:  Opposed, say no.
DONALD RATLIFF: 1'l1 abstain, M. Chairnman.
BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. The next itemon the agenda is a petition

from Equi tabl e Producti on Conpany for pooling of coal bed
met hane unit VC- 536641, docket numnber VGOB-05-0621-1468.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIM KAl SER.  Again, M. Chairnman and Board nenbers,

Jim Kai ser and Don Hall on behalf of Equitable Production
Conmpany. W do have a revised Exhibit A and revised Plat and
we are adding, | think in this case, an Exhibit EE.

DON HALL: That's correct.

(Don Hall passes out the revised exhibits.)

JIM KAl SERR  Okay, this unit involves Tract 3, the

gas estate in this case is owed by the Pobst-Conbs heirs by

thensel ves without any interference fromthe I. R Boyd heirs
in the gas estate. The coal estate is Levisa Coal represents
.40% of the unit. That tract is leased to CNX and that's the

only thing we're pooling here.
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DON HALL: And we've got a split agreenent.

JIM KAISERC  And those two entities have a split

agreenent. So, we've got a EE
DON HALL: EE. Do you we need to submt a---?

JI M KAl SERE  Have you got a...| bet you all have a

copy of it, but we've got one in case you don't.
DON HALL: ---copy of the split agreenment?
JIMKAI'SER. It probably has been subm tted before.

But if you want one---.

BOB WLSON: W do have a copy of that Pobst- Conbs

split agreenent in the file. | don't think there's any
reason we need one for every file that we run across that.

JIM KAl SERE  We brought one just in case. |

figured it mght be easier for you all if wanted...if you
didn't want to try to dig that one up. So, whatever you want
to do.

BOB WLSON: W can file it.

JIM KAl SER.  Yeah, file it and then that way if

sonebody asks for it, you don't have to go through the file
and find it.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER
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Q M. Hall, are you famliar with the

application we filed---7?

A. Yes.
Q ---seeking a pooling order to pool any
unl eased interest in the unit for well...EPC well nunber VC

536641, which was dated May the 20th---7?

A Yes.

Q ---20057?

A Yes.

Q Does Equitable own drilling rights in the

unit involved here?

A We do.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary | ease agreenent?

A Yes.

Q And what is the interest of Equitable in the

gas estate in that's under |ease?

A W have 99.60% | eased.

Q And the coal estate? The sane thing?

A Both estate, yes.

Q And the unl eased parties are set out at
Exhi bit B-3?
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A That's correct.

Q And that's just Tract 3?

A That's correct.

Q And both the...and the gas and coal estate

unl eased is 0.40%

A Yes.

Q We don't have any unknown interest owners?
A No.

Q Ckay. And are the...are the addresses set

out in Exhibit Bto the application the [ast known addresses?
A They are.
Q Are you requesting this Board to force poo

all unleased interest |listed at Exhibit B-37?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.
Q Coul d you, again, advise the Board as to

what those are?
A A five dollar bonus on a five year termwth
a one-eighth royalty.

Q In your opinion, do the terns you j ust
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testified to, represent the fair market value of and the fair
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.

JIM KAl SER:  Again, M. Chairman, we'd ask that the

previ ous testinony on el ection be incorporated.

BENNY WAMPLER: That wi || be incorporated.

Q Here, we don't have an E, but we have an EE
M. Hall, is that correct?
A That's correct. The EE represents the split

owners...split agreenent that Pobst-Conbs heirs and Levisa
had, as we discussed earlier. At the tinme we nade
application, | had forgotten that they had that agreenent.
That's the purpose of the new exhibit that | just handed out.
Al so, | handed out a copy of a new plat. Once we nade
application, our operations people tweaked the |ocation just
alittle bit and noved it just a little, so this is a
corrected plat. It doesn't affect the tracts or anything
i nvolved in the force pooling.

Q It doesn't effect any percentage of
owner shi p?

A No, it's just a matter of putting the

correct plat on record.

172



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Q | notice the location is outside the
interior window. Have you or will you seek a | ocation

exception in the permtting process?

A Yes. This permt hasn't been applied for
yet. But when we do, we'll seek an exception.
Q Okay. And what is the total depth of the

proposed wel | ?

A 2429 feet.

Q And the estimated reserves of the unit?

A 330 mllion cubic feet.

Q Now, are you famliar with the well costs?
A Yes.

Q I n your opinion, does the AFE we have

submtted as Exhibit Cto the application provide a...and
represent a reasonable estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conplete well costs for this well?

A Dry hole costs would be $123,450 and the
conpl eted well costs would be $302, 148.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.
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Q Does your AFE include a reasonabl e charge

for supervision?

A. Yes.

Q I n your professional opinion, would the

granting of this application be in the best interest of

conservati on,

correlative rights?

A Yes.

JIMKAI'SER.  No further questions of this wtness,

M . Chai r man.

Boar d?

BENNY WAMPLER: Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAISERR W' d ask that the application be

approved as subm tted.

yes.

BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbtion to approve.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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(Al nmenbers signify by saying yes, but Donald
Ratliff.)
BENNY WAMPLER:  Opposed, say no.

DONALD RATLI FF: 'l abstain, M. Chairnan.

BENNY WAMPLER: One abstention, M. Ratliff. Next

is a petition fromHard Rock Exploration, Incorporated for
creation and pooling of conventional gas unit HRVAE #6,
docket nunber VGOB-05-0621-1469. W' d ask the parties that
with to address the Board in this matter to cone forward at
this tine.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Jim Kai ser and Ji m Stephens on behal f of Hard Rock

Expl oration. M. Stephens will be our witness in this

matter. | want to ask that he be sworn at this tine.
(James L. Stephens is duly sworn.)

BENNY WAMPLER: The record will show no others. You

may proceed.

JAMES L. STEPHENS

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER
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Q M. Stephens, if you'd state your full nanme
for the Board, who you're enployed by and in what capacity?

A Janmes L. Stephens. |'mVice President of
operations for Hard Rock Exploration.

Q Ckay. And this is a conventional well in
the Pilgrims Knob Field?

A Field Rul es, yes, sir.

Q Do your responsibilities include the | and
i nvol ved here and in the surroundi ng area?

A Yes.

Q Are you famliar with our application
seeking to pool any unleased interest in the unit for Hard
Rock well #6, which was dated May the 20th, 20057

A Yes.

Q Does Hard Rock own drilling rights in the
unit involved here?

A Yes.

Q Now, prior to the filing application, were
efforts nade to contact each of the respondents in an attenpt
made to work...work out a voluntary agreenent regarding the
devel opnent of the unit?

A Yes.

Q And, in fact, are all the unleased interest
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wWithin this particular unit currently |eased to and through

EOG Resources, Inc.?

A Yes, it is.
Q And are you currently negotiating a
vol untary agreenent with them and, | guess, maybe even have

in principal a voluntary agreenent?
A Yes, we do.
Q kay. And what is the interest that Hard

Rock has under |l ease within the unit at this tine?

A It's 64.41%
Q Are you famliar wth the ownership of
drilling rights of parties other than Hard Rock underlyi ng

this unit?

A Yes.

Q And what percentage remai ns unl eased at the
time of the hearing?

A 35.59%

Q And are all the unleased parties set out in
our Exhibit B-37?

A Yes.

Q Ckay. And we don't have any unknown
interest owers in this unit?

A No.
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Q And are the addresses set out in our Exhibit
B to the application, the [ ast known addresses for the
respondent ?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, a five year term and

one-ei ghth royalty.

Q In your opinion, do the terns you j ust
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIM KAl SERR M. Chairman, we'd, again, ask that

the el ection testinony be incorporated.

BENNY WAMPLER:  That wi I | be incorporated.
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Q It's a conventional well. W don't have any
unknown interest. W don't have any conflicting clains to
any of the oil and gas interest on the various tracts. So,
inthis...for this particular unit, the Board does not need
to establish an escrow account, is that correct?

A That's correct.

Q And who shoul d be naned operator under any
force pooling order?

A Hard Rock Exploration, Inc.

And what's the total depth of the well?

A 5400 feet.

Q And the estimated reserves for the unit?

A 300 mllion cubic feet.

Q And you're famliar with the well costs for
this well?

A Yes, | was.

Q In fact, did you prepare the AFE yourself?

A Yes, | did.

Q And does it represent, in your opinion, a
reasonabl e estimate of the well costs?

Yes.
Q Wul d you state for the Board both the dry

hol e costs and conpleted well costs for Hard Rock 6?
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A The dry hol e costs are $190,177.50. The
conpl eted well costs are $409, 283. 50.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes, it does.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAI' SER:  Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Just the sane comment about the

plat, again, to put the tract nunbers on---.

JIM KAl SER:  Yeah, all right.

BENNY WAMPLER: ---for future reference, okay. Do

you have anything further?
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JI' M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: s there a notion?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: Mbtion to approve.

JI'M M| NTYRE: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition fromPine Muntain Gl and Gas, Inc. for pooling of

coal bed nmet hane unit Wat ki ns #7, docket nunber VGOB-05-0621-

1470. W'd ask the parties that wish to address the Board in

this matter to cone forward at this tine.

JI M KAl SER: M. Chai rman, Ji m Kai ser

on behal f of

Pi ne Mountain G| and Gas, Inc. Qur witnesses in this matter

will be M. Horne and M. Landon. W' d ask that they be

sworn at this tine.

(Phil Horne and I an Landon are duly sworn.)
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BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

PH L HORNE

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Horne, if you could state your nane for
the record, who you're enployed by and in what capacity?

A My nane is Phil Horne. I'mdistrict |andman
for Pine Mountain G| and Gas here in Abingdon, Virginia.

Q Now, | know a nunber of years ago, maybe
even ten or twelve years ago, you had occasion to testify
before the Virginia Gas and G| Board. But since it has been
so long, could you just kind of by way of introduction, you
may be here in the nonths to follow, just give them sone
pr of essi onal background on yourself.

A |'ve been...| worked down in southeast from
1975 until 1980. | worked from 1980 until 1986 out of
Jackson, M ssissippi for A & R Production Conpany. Then from
'97...from 1987 until 1991, | was a |landman for A & R

Production Conpany at Coeburn, Virginia working on the
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Roaring Fork properties. From 1991 until March of 2005,
was a contract |andman for Equitable Production Conpany
wor ki ng the Nora Field and Roaring Fork Field. Since Apri
the 1st, 2005, |'ve been enployed by Pine Muntain.

Q Do your responsibilities include the | and
involved in this unit and in the surroundi ng area?

A That's correct.

Q Are you famliar with Pine Muntain's
application seeking a pooling order to pool any unl eased
interest underlying the unit for Pine Muuntain well...the

well that we're calling Watkins #7, which was dated My the

20t h, 20057

A Yes.

Q And does Pine Mountain Gl and Gas own
drilling rights in the unit involved here?

A Yes.

Q And prior to the filing of the application

were efforts made to work out a voluntary | ease agreenent

with any and all respondents?

A Yes.

Q And this is the Nora well...it's in the Nora
field?

A Yes, it is.
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Q And what is the interest that Pine Mouuntain

has under | ease in the gas estate within the unit?

A 99. 38666%

Q And the interest under lease in the coa
estate?

A 100%

Q And so the only part of the unit that

remains...that is unleased is a four undivided interest
representing .61%in Tract 4, is that correct?

A That's correct.

Q And all those unleased parties are set out
in our Exhibit B-3?

A Yes.

Q Ckay. So, again, |I'll repeat that, the
interest in the gas estate that renmains unleased is 0.61334

and the coal estate is a 100% | eased, correct?

A That's correct.

Q W don't have any unknown entities---?

A No, we don't.

Q ---in the unit? Now, are the addresses set

out in Exhibit Bto the application, the | ast known addresses

for the respondents?

A Yes, they are.
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Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhibit B-3?

A Yes, | am

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar per acre bonus for a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIM KAl SERR  Again, M. Chairman, |1'd ask that we

i ncorporate the election option testinony.

BENNY WAMPLER:  That wi I | be incorporated.

Q In this particular case, we do need the
Board to establish an escrow account for Tracts 3 and 4
because of a conflicting claimto the CBM is that correct?

A. That's correct.
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Q Ckay. And who shoul d be naned operator
under any force pooling order?
A Pine Mountain Ol and Gas, Inc.

JIMKAISER. That's all | have of this w tness at

this time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

| AN LANDON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Landon, if you'd state your full nane
for the Board, who you're enployed by and in what capacity?

A My nane is lan Landon. |'mthe operations
manager for Pine Muuntain G| and Gas.

Q And since you...|l believe you've never
testified before the Gas and G| Board.

A | never have.

Q So, you're a rookie. So, go ahead and give
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thema little bit of background on both your education and

pr of essi onal experience.

A | have a B. S. in Petrol eum and Nat ur al
Engi neering fromWst Virginia University. |'ve been
enpl oyed with Pine Muntain since 1990. |[|'ve been operations

manager since 1997. M areas of responsibility include
supervising all drilling conpletion and production
operations, generation of AFEs and project eval uations,
reserve eval uations, reserve reporting.

Q And do your responsibilities include the
land in this unit and in the surroundi ng area?

A Yes, they do.

Q Ckay. And you're famliar with the proposed
expl oration and devel opnent of this unit and in the

surroundi ng area?

A Yes.

Q And what's the total depth of the proposed
wel | ?

A 2200 feet.

Q And estimated reserves for the unit?

A 250 mllion cubic feet.

Q And you, | think, actually prepared the AFE

in this case yourself?
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A Yes, | did.

Q So, you would...it would be your opinion
that it represents a reasonable estimate of the well costs?

A Yes, it does.

Q If you' d state for the Board, both the dry
hol e costs and conpleted well costs for Watkins 7.

A Dry hole costs of $92,147 and conpl eted wel |
costs of $291, 333.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes, they do.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes, it does.

JIM KAI'SER.  No further questions for this w tness,

M . Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M KAl SER: M. Chairman, we'd ask that the

application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve, M. Chairman.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al menbers signify by saying yes, but Donald
Ratliff.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLI FF: | abstain, M. Chairnman.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Appal achi an

Energy, Inc. for pooling of coal bed nethane unit AE-148,

docket nunber VGOB-05-0621-1471. We'd ask the parties that

wi sh to address the Board in this matter to cone forward at
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this time.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Ji m Kai ser on behal f of Appal achian Energy, Inc. CQur
witnesses in this matter will be M. Jim Talkington as to
land matters and M. Frank Henderson as to operations. W'd
ask that they be sworn at this tine.

(Ji m Tal ki ngton and Frank Henderson are duly
sworn.)

JIMKAISER |'ve got all kinds of stuff to hand

out, areal tribute to their continuing due diligence. They
had twenty unl eased interest owners at the tine we filed the
application and now we only have six. That's why you're
getting all of these.

DENNIS GARBIS: |'m i npressed.

JIM TALKI NGTON: We're trying.

(Jim Kai ser passes out revised exhibits.)

JIMKAISER Al right. W'Il start with M.

Tal ki ngt on.

JI M TALKI NGTON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
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QUESTI ONS BY MR KAl SER

Q If you' d state your...you' ve testified
before the Board before, so they're famliar with your work
hi story and background. Wuld you state your nane, who
you' re enployed by and in what capacity in this area?

A Ji m Tal ki ngton, | and agent for Appal achi an
Ener gy.

Q And your responsibilities, obviously, do
include the land involved in this unit and in the surroundi ng
area?

A They do.

Q And you're famliar with the application
t hat Appal achi an Energy fil ed seeking a pooling order for
wel | #149, which was dated May the 20th, 20057

A Yes.

Q W' re supposedly doi ng 148.

BENNY WAMPLER:  148.

JIM KAI'SER. | gave you the wong...you ve got 149.

Let nme give you 148. |I'msorry. |It's the sane
changes...the sane people, the unleased parties that are
known as the Inoring Yates heirs. |It's the exact sane
revision on 148 as 149. 1In fact, let's just... M. Chairmn,

|'d make a notion that we conbi ne the two hearings, which
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woul d be nunber---.

BENNY WAMPLER:  Al'l right. 1'll go ahead and call

t hat one too.

JI M KAI SER:  Yeah.

BENNY WAMPLER: It's a petition from Appal achi an

Energy, Inc. for pooling of coal bed nethane unit AE-149,
docket nunmber VGOB-05-0621-1472. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

(Jim Kai ser passes out revised exhibits.)

JIMKAISER Al right, we'll start with 148.

BENNY WAMPLER. Restate your nanes for the record,

pl ease.

JIMKAISER |I'msorry, JimKaiser, JimTalkington

and Frank Henderson representi ng Appal achi an Energy, Inc.

BENNY WAMPLER:  And, again, the record shows there

are no others. You nmay proceed.

JI M TALKI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay, M. Tal kington, do your
responsibilities include the land involved in both of the

units for 148 and 149 and in the surrounding area?
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A Yes.

Q And you're famliar with both of the
applications that we filed seeking to pool any unl eased
interest in both of these units, correct?

A Yes, sir.

Q These are both units that are within the

Nora Coal bed Gas Fi el d?

A That's correct.

Q And controlled by those Field Rul es?

A Yes.

Q Ckay. Now, Appal achian Energy, Inc. owns
drilling rights in both units, correct?

A They do.

Q And, let's just show them what a good job

you' ve done, prior to filing the application, were efforts
made to contact each of the respondents and an attenpt nade

to work out a voluntary | ease agreenent?

A Yes, they were.
Q And at the tinme we filed the application
the percentage of the coal...of the gas and CBM estate under

lease in the units were 82.4780%

A. That's correct.

Q And then since that tinme, you have picked up
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an additional fourteen | eases?
A That's correct.
Q Whi ch now brings our percentages under | ease

in both the gas and the CBM estates to 96. 7491%

A Correct.

Q Ckay. Now, the unleased...the six unleased
parties that are still out there are set out in our revised
Exhi bit B-3?

A That's correct.

Q And the interest of the gas estate that

remai ns...the gas and coal bed net hane estate that renains
unl eased in both 148 and 149 at this tine is 3.3516%

A That's correct.

Q Ckay. You've identified and found all the
interest owners within both units. So, there's no unknown
owners, is that correct?

A That's correct.

Q Are the addresses set out in our revised
Exhibit B, the | ast known addresses for the respondents?

A That's correct.

Q Are you requesting this Board to force pool
in both units, all the unleased interest listed in their

respective Exhibit B-3?
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A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

Q Can you advise the Board as to what those
are?

A A five dollar bonus, a five year termand a

one-ei ghth royalty.

Q Ckay. And, in your opinion, do the terns
you' ve just testified to represent the fair market val ue of
and the fair and reasonabl e conpensation to be paid for
drilling rights within this unit?

A Yes, they do.

JIM KAl SERE  Again, M. Chairman, we'd ask that for

both these item nunbers, that the testinony regarding the
el ection options be incorporated.

BENNY WAMPLER:  They' || be i ncorporat ed.

Q Jim in this case, even though the coal bed
met hane wells we've got a...they're all...they're....both
tracts representing the unit are fee mneral tracts. So, we
do not have any conflicting clains and we do not need an

escrow account, correct?

195



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A That's correct.
Ckay. And who shoul d be naned operator
under both these applications?
A Appal achi an Energy, Inc.
JIMKAISERE Ckay. That's all | have of this

wi tness, M. Chairnmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

FRANK HENDERSON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Henderson, if you would state your nane

for the Board, who you're enployed by and in what capacity?

A Frank Henderson, President of Appal achi an
Ener gy.

Q Since | called M. Landon a rookie, | guess,
"Il call you one too. | don't...to ny know edge, you' ve

never testified before the---.
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A That's correct.
Q ---Gs and G| Board. So, if you'd kind of

just give thema little background on your professiona

hi story.

A Ckay. | have a Bachel or of Science Degree
in geology fromSt. Lawence University in 1981. |'ve been
involved in the industry since then. |[|'ve worked in

Col orado, Pennsyl vania, New York and |'ve been in business
for nyself since 1994 through Appal achi an Producti on
Services, which is a service conpany serving Sout hwest
Virginia, Eastern Kentucky, Southern West Virginia, Tennessee

and Pennsyl vania. W' ve been a producer/operator since March

of 2002.

Q At which tinme you---?

A At which time, we purchased the Virginia Gas
Expl oration assets and we drilled one well |ast year and pl an
to drill several this year

Q Ckay, now, there are sone differences in our
depths and costs and stuff. So, I'mgoing to kind of

separate your testinony a little bit. Let ne start with the
unit for AE-148. What's the total depth of that well?
A That well is...the total depth wll be 1725

f eet.
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Q And the estinmated reserves for that unit?

A 250 mllion.

Q And did you prepare the AFE for this well?

A Yes.

Q As M. Ratliff kind of pointed out to ne
that it wasn't signed. It surprised ne because | thought it

was. But in the future, we need to nmake sure that those get
si gned.

A Ckay. | apologize for that.

BENNY WAMPLER'  We will need one signed to submt

it to the Board.

JIM KAl SERE  Yeah. W'IlIl just sign...we can have

himsign the one right after the hearing that's been---.

BENNY WAMPLER: Thi s one.

A Ckay.
JI M KAl SER: You can do this one.

BENNY WAMPLER:  The ori gi nal

A | apol ogi ze for that.

JIMKAISER That's ny fault.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs?
Yes.

Q Now for AE-148, could you state what the dry
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hol e costs and conpleted well costs are?

A

Dry hol e costs $126, 905; conpl eted wel |

costs of $274, 580.

Q
conpl etion?
A
Q

for supervision?

A
Q

Do these costs anticipate a multiple

Yes.

Does your AFE include a reasonabl e charge

Yes.

Ckay. Now, let's nove to AE-149, what is

the total depth of that proposed well?

A

> O >

Q

1775 feet.

And the estimated reserves for the unit?
250 mllion.

And, again, you prepared the AFE?

Yes.

In your opinion, it represents a reasonable

estimate of the well costs?

A.
Q

That's correct.

And could you state both the dry hole costs

and conpl eted well costs for 1497

A

costs $271, 325.

Dry hole costs $127, 705; conpleted wel |
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Q And do these costs anticipate a nmultiple
conpl eti on?

A Yes.

Q And does this AFE include a reasonabl e
charge for supervision?

A Yes.

Q I n your professional opinion, would the
granting of both of these applications be in the best
i nterest of conservation, the prevention of waste and the
protection of correlative rights?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SERR W' d ask that both applications be

approved with the revised set of exhibits and with the cavot

that Frank will conme up there and sign those AFEs.

BENNY WAMPLER: s there a notion?

JIM MINTYRE: Mbdtion to approve.

DENNI S GARBI S: Second.
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BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

We're getting there, guys. The next itemis a petition from
GeoMet Operating Conpany, Inc. for pooling of coal bed nethane
unit Rogers 197 CBMunit C43. This is docket nunber VGOB-
05-0621-1473. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

(O f record discussions.)

BENNY WAMPLER: St ate your nane for the record,

pl ease.
TI M SCOTT: I['m TimScott for GeoMet.

DONALD D. PATTON: And |I'm Don Patton, consulting

| andman with CGeolet.

BENNY WAMPLER. Ckay. The record will show no

others. You nmay proceed. | guess we need to swear in the
W t ness.

TI M SCOTT: Yeah, we need to swear M. Patton.
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(Donald D. Patton is duly sworn.)

DONALD D. PATTON

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q

name?

A

by GeoMet, Inc.

Q

seeki ng to pool

And, M. Patton, would you state your ful
My nane is Donald D. Patton.
And by whom are you enpl oyed?

|"mcurrently enployed as consulting | andman

Are you famliar with GeoMet's application

unl eased interest for Rogers 197, the

application which is dated 5/20/2005?

A.
Q

Yes, sir, | am

Is this unit |located within the GCakwood

Coal bed Gas Field Nunber 17?

O > O

Yes, it is.
Does the unit contain 80 acres?
Yes, sir, it does.

And does GeoMet own drilling rights in this
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unit?

A Yes, sir, it does.

Q Are there any respondents |isted on Exhi bit
B-3 who should be dismssed fromthis application?

A No, there are not.

Q How was notice provided to the respondents
listed on Exhibit B-3?

A It was basically published notice through

the Bl uefield Tel egraph.

Q And by what other neans?

A By certified mail.

Q Are there any unknown owners in this unit?
A No, there are not.

Q Have proof of publication and nail

certification been provided to the Board regarding this unit?

A Yes, they have.

Q | s GeoMet aut horized to conduct business in
t he Commonweal t h?

A Yes, it is.

Q Has it registered with the Departnent and
does it have a bl anket bond on file?

A Yes...yes, sir, it does.

Q If you were to reach an agreenent with those
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parties listed on Exhibit...Exhibit B-3, what | ease terns
woul d be offered to those persons?

A Ckay, what has offered at this point was a
twenty dollar per acre bonus for a paid up five year |ease
with a one-eighth royalty.

Q Ckay. And do you believe that to be fair
and reasonabl e conpensation for drilling rights in this...in
this area?

A Yes, sir, it is.

Q What percentage of the coal estate does
GeoMet have under | ease?

A The coal estate at this tinme, GeoMet has
93. 84%

Q And what percentage of the oil and gas
estate does CeoMet have under | ease?

A 82.11%

Q What percentage of the oil and gas estate

does GeoMet seek to pool ?

A As far as the oil and gas estate, would be
17. 89%

Q And percentage of the coal estate?

A 6. 16%

Q Wth regard to this particular unit, is
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t here an escrow requirenent?

A Yes.

Q Has an Exhibit B been submtted to the
Board, which sets forth the interest and conflict and the
tracts effected and whose interest should be escrowed?

A Yes, it is.

Q Are you requesting the Board to pool the
unl eased parties listed on Exhibit B-3?

A Yes, sir, we are.

Q Are you al so asking that GeoMet be naned
operator for this unit?

A Yes, sir, we are.

Q What address should be used for all
correspondent regarding elections for this particular unit?

A It should be addressed to GeoMet, Inc. at
5336 Stadi um Trace Parkway, Ste. 206, Birm ngham Al abama
35244 to the attention of Joseph L. Stevenson.

Q And all...all correspondence regarding

el ections should be sent to this address and to that person's

attention, is that correct?

A. Yes, sir, that is correct.

Q Ckay. Are you famliar with the total depth

for this proposed well?
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A

Yes, sir. The total depth of this proposed

well is 1809 feet.

Q

Are you seeking to pool coal bed net hane gas

reserves fromthe surface to the designated formations?

A
Q

particular unit?

A

this unit?

> O > O >» O >

Q
for supervision?

A
Q

Yes, sir, we are.

VWhat are the estimted reserves for this

In this particular unit, it is 560 mcf.

Are you famliar with the well costs for

| am sir.

What is the estimted dry hole costs?
The estimated dry hole is $105, 500.

And what about the conpleted well costs?
Conpl eted well costs is $325, 900.

Has an AFE been submitted to the Board?
Yes, sir, it has.

And does the AFE include a reasonabl e charge

Yes, sir, it does.

I n your opinion, would the granting of this

application pronote conservation, prevent waste and insure

correlative rights?
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A. Yes, sir,

it does.

TIM SCOIT: Okay. That'

for M. Patton.

BENNY WAMPLER

Boar d?

s all the questions | have

Questions from nmenbers of the

(No audi bl e response.)

BENNY WAMPLER

TIM SCOTT:  No,
application be granted.

BENNY WAMPLER

DONALD RATLI FF

Do you have anything further?

sir. I

just ask that the

Is there a notion?

Move to approve, M. Chairnman.

JIM M| NTYRE: Second.

BENNY WAMPLER

di scussi on?

Motion and second. Any further

(No audi bl e response.)

BENNY WAMPLER

yes.

Al in f

avor, signify by saying

(Al nmenbers signify by saying yes.)

BENNY WAMPLER

Opposed,

(No audi bl e response.)

BENNY WAMPLER

say no.

You have approval.

TIM SCOTT: Thank you.

BENNY WAMPLER

The next
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petition from GeoMet Qperating Conpany, Inc. for pooling of
coal bed nethane unit Rogers 198 CBM unit B-43, docket nunber
VAEOB- 05- 0621-1474. We'd ask the parties that wish to address
the Board in this application to cone forward at this tine.
State your nane, again, please.

TIM SCOIT: Tim Scott for GeoMet.

DONALD D. PATTON:  And Donald Patton for GeoMet.

LESLIE K. ARRINGTON: Les Arrington, CNX Gas and

| sl and Creek Coal Conpany.
BENNY WAMPLER: Les, you were previously sworn.

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER.  So, all of you are still under

oath. You may proceed, M. Scott.

TIM SCOTT: Ckay, thank you.

DONALD D. PATTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOTT:

Q M. Patton, again, would you state your
name?
Yes, Donald D. Patton.
And by whom are you enpl oyed?
A As a consulting | andman by GeoMet, Inc.
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Q Are you famliar with GeoMet's application
now pendi ng before the Board---?
A Yes.

---for well nunber 1977

A 1987

Q Yeah, 198.

A Yes, sir.

Q Let's see, |'ve got the wong stuff here.

Just a second.

(Tim Scott gets organized.)

Q |"'msorry, 1've got all ny stuff all m xed
up here. GCkay. |Is this unit also |located within the Cakwood

Coal bed Gas Field #17?

A Yes, it is.

Q Does the unit contain 80 acres?

A Yes, sir, it does.

Q And does GeoMet own drilling rights in this

particular unit?

A Yes, sir, it does.

Q Are there any respondents |listed on as
unl eased on Exhibit B-3 that should be dism ssed fromthe
appl i cation?

A. No, sir, there isn't.
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Q How was notice provided to the respondents
listed on Exhibit B-3?
A Ckay, through published notice at the

Bl uefield Tel egraph and by certified mil.

Q Okay. Are there any unknown owners in this
unit?

A No, sir.

Q Have you filed proofs of publication and

your mail certification regard to mailing with the Board?

A Yes, we have.

Q And is GeoMet authorized to conduct business
in the Comonweal t h?

A Yes, sir, it is.

Q Again, |I'll ask you, has the...had GeoMet
regi stered with the Departnent and does it have a bl anket
bond on file?

A Yes, sir, it does.

Q If you were to reach an agreenent with the
parties who are listed on Exhibit 3, what would be the terns
that you woul d offer those individual s?

A The terns that we would offer those
i ndi viduals woul d be twenty dollar per acre for a paid up

five year lease wwth a one-eighth royalty.
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Q I n your opinion, does...do these terns
represent a fair market value for leases in this area?

A Yes, sir, it does.

Q What percentage of the coal estate does

GeoMet have under | ease?

A GeoMet has a 100% of the coal estate under
| ease.

Q What about the oil and gas estate?

A 87.2325%

Q What percentage of the oil and gas estate

are you seeking to pool ?

A 12. 7675%

Q And what about the percentage of the coa
estate?

A W have a 100% of that |eased.

Q Wth regard to this unit, is there an escrow

requi renent ?

A Yes, sir.

Q And has an Exhibit E been submtted to the
Boar d?

A Yes, it is.

Q Are you requesting the Board to pool the

unl eased parties listed on Exhibit 3?
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A Yes, sir, we are.

Q Are you al so asking that GeoMet be listed or
be nanmed operator for this unit?

A Yes, sir, we are.

Q What address should be used for
correspondents regardi ng el ections?

A That woul d be to GeoMet, Inc. at 5336
Stadi um Trace Parkway, Ste. 206, Birm ngham Al abama 35244
and it should be to the attention of Joseph L. Stevenson.

Q Ckay.

BENNY WAMPLER. M. Scott, excuse ne just a second,

are you asking himExhibit 3, did you nean B-3?
TIMSCOTT: B-3is what | neant. |I'msorry. Yes,
sir.

BENNY WAMPLER: Go ahead.

Q Ckay. Are you famliar with the depth for

this particular well?

A Yes, sir, | am

Q And what woul d that depth be?

A It's 2,142 feet as proposed.

Q Ckay. Are you asking the Board to pool all

formati ons between the surface...coal bed nethane reserves

bet ween the surface and the designated target depth?
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Yes, sir, we are.

Are you famliar with the well costs of this

wel | ?
Yes, sir.
VWhat woul d be the dry hole costs?
A The dry hole costs for this proposed well is
$108, 970.
Q And the conpleted well costs?
$332, 680.

The...what are the estinated reserves for
this...for this unit?
A In this particular unit, estinated reserves

are 600 mmcf .

Q Ckay. Has an AFE been submtted to the
Boar d?
A Yes, sir, it has.
Q And does it also include a reasonabl e charge

for supervision?

A Yes, sir, it does.

Q In your opinion, would the granting of this
application pronote conservation, prevent waste and pronote
the correlative rights?

A. Yes, sir, it does.
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1 TIM SCOIT: That's all the questions |I have for M.
2 Patton.

3 BENNY WAMPLER: What was your TD, agai n?

4 DONALD D. PATTON: TD was 2, 142 feet.

5 BENNY WAMPLER:  When you're signing this, what ['1]
6 call a cover sheet of your AFE, ---?

7 DONALD D. PATTON:  Yes, sir.

8 BENNY WAMPLER: ---are you certifying everything on
9 your AFE---7?

10 DONALD D. PATTON: Yeah...yes, sir.

11 BENNY WAMPLER:  ---Dby this?

12 DONALD D. PATTON:  Un- huh.

13 BENNY WAMPLER:  Ckay. Questions from nenbers of
14 the Board?

15 (No audi bl e response.)

16 BENNY WAMPLER. Do you have anything further?

17 TIM SCOTT: No, sir.

18 BENNY WAMPLER: |s there a notion?

19 TIM SCOTT: He has got a question.

20 BENNY WAMPLER:  |' m sorry.

21 LESLI E K. ARRINGTON: Just a statenment. On this

22 unit, they do have a 100% of the CBM | eased. |Island Creek
23 Coal Conpany does have the coal under |ease. They do not
24
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1 have consent to stinmulate on this unit at this point.

2 BENNY WAMPLER:  Ch, okay. | thought when he said a
3 100% of the coal estate, | was---.

4 LESLI E K. ARRI NGTON:  Yeah.

5 BENNY WAMPLER:  ---di sm ssing you there, sorry

6 about that. Al right. And you're in agreenent with that,
7 that you have no consent to stinul ate?

8 DONALD D. PATTON:  Yes, sir.

9 BENNY WAMPLER:  Ckay.

10 LESLI E K. ARRINGTON: Yes. He has no consent on
11 this one, correct.

12 BENNY WAMPLER.  All right. Do you have anythi ng
13 further?

14 LESLIE K ARRINGTON: No, that's all.

15 BENNY WAMPLER: |s there a notion?

16 BOB WLSON:. M. Chairman, | mght point out, that
17 the consent to stinulate is a permtting concern and not---.
18 BENNY WAMPLER: Ri ght .

19 BOB WLSON: ---a pooling concern.

20 JIM MINTYRE: Mbve to approve.

21 DENNI S GARBI S:  Second.

22 BENNY WAMPLER:  Mbtion and second. Any further

23 di scussi on?
24
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

TI M SCOTT: Thank you.
BENNY WAMPLER: We still have the mnutes of, the

| ast agenda itemthat | have, fromApril the 19th neeting.
M. Brent and M. Garbis and M. Mlntrye and nyself is the
ones that were here.

MASON BRENT: M. Chairman, | nove that we approve

the m nutes as distri buted.

BENNY WAMPLER. Mbtion to approve. |Is there a

second?

JIM M| NTYRE: Second.

BENNY WAMPLER:  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. M. WIson?
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BOB WLSON: Yes, | have just a little bit of

business. |I'mnot going to hold you but a m nute.

SHARON Pl GEON: One m nute?

BOB WLSON: |I'mafraid so. As sone of you...

t hi nk nost of you wll renmenber, | think we extended the
contract with the escrow agent as of the first of the year
for an additional five years. As you nmay or may not

remenber, we had verbally agreed with themto extend the
contract under the existing terns. They cane back to us
|ater and after...after | had cone to the Board and asked
your approval to extend it under these terns and received
that approval, and said that they wanted to actually increase
the fees a bit. WlIIl, w held themto their origina

contract in their original agreenent because | had al ready
gotten Board approval for that. However, we are putting
additional work onto the bank, nmainly, with regard to

di sbursenents and filing of IRS forns and this sort of thing,
and keeping additional records. As you know, the pace of

di sbursenent has increased and it looks like it's going to

i ncrease even nore so. W want to...we, the bank and |, have
di scussed putting together a two-fold thing: 1) a contract
nmodi ficati on whereby we would increase the fees that they are

being paid on a nonthly basis by $500. W currently pay them
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$5,000 a nonth for operating that account for us. The

i ncrease that they have requested is $500 a nonth. In
addition to the fee increase, they're also wanting to devel op
what they refer to as a service level agreenent. This is
where we're going to actually wite down sonme of the things
that we have been having problens with as far as deadl i nes
are nmet and response and this sort of thing, in an agreenent
whi ch woul d be a part of this contract nodification. So,
we're going in kind of three different directions here, 1)
We're increasing what we're asking themto do, as a matter of
a fact, they've already started doing a ot of this as of the
first of the year, including getting out the IRS forns.

We're going to increase their load a little bit. W're going
to actually wite down and have a signed agreenent as to sone
of these deadlines and things that we've had m nor problens
with. As an aside, | mght nention now that regardl ess of
the inplications earlier, today's problens are not the bank's
faul t.

BENNY WAMPLER.  Wel |, | appreciate you bringing

t hat out.

MASON BRENT: Yeabh.

BENNY WAMPLER: | think that was very appropri ate.

MASON BRENT: What...what is that agreenent?
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You're going to wite down things that we' ve had probl ens
with. What are we agreeing to?

BOB WLSON: Well, the things...for instance, sone

of the deadlines. For instance, our quarterly...our nonthly

report that we get on the escrow account. Cenerally, | cal
themand tell me I've got Board next Tuesday, | want that
accounting before then. It should be here...it should be to

me earlier than that without ny having to call them

Soneti nmes when operators are trying to get bal ances for these
accounts, their responsiveness has not been that good. Now,
it has inproved significantly. | had a visit with the
Wachovi a representative of the state banking in Roanoke sone
mont hs back and things inproved significantly after that.

But we want to put all this down in an agreenent exactly what
we expect themto do and what they are going to do for us and
have those part of this contract nodification. Wat |'m
asking for today is your authority to go ahead and negoti ate
this. It wll cone back to the Board for approval. |'m not
even...| don't want approval authority. | want to negotiate
this deal and lay this thing out with the assistance of our
of fice and general services who has our contract and nmatters
and then bring it back to the Board. You will have a chance

to review it and approve it, obviously, before we do
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anything. But that's the general outline. Basically, the
$500 i ncrease per nonth---.

MASON BRENT: Which is a 10% i ncrease?

BOB WLSON: 10% i ncrease, yes, Sir.

MASON BRENT: And that's...and that's been since

like five years ago, is that right?

BOB W LSON: Yes, sir.

DENNI S GARBI S:  How many years have they had that

contract?

BOB WLSON: Five years.

DENNI S GARBI S: Five years?

BOB WLSON:  Uh- huh.

BOB WLSON: And, again, we have...we're | eaning on

themsignificantly nore than we were then mainly because of
the activity in the escrow funds.

BENNY WAMPLER: | think we should lay all that...l

mean, | don't think anybody thinks it's unreasonabl e that
they should lay out why they want the $500 extra per nonth as
a separate justification.

MASON BRENT: I n your...in your agreenent on those

other issues, will it be specific, you'll say, "W want
quarterly reports like five days or ten days after the end of

the quarter.” or---.
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BOB WLSON: Yes, sir, that's exactly where we're

headed with that is that...such that each nonthly escrow
report is in our hands...in staff hands by the 10th of the
nmonth or the 15th of the nonth or whatever is reasonable for
them but sonmething that automatically cones w thout us
having to call them up.

BENNY WAMPLER: And t he consequence of that will be

what, they forego the extra noney?

BOB WLSON: |'mat your suggestion.
BENNY WAMPLER: Wl |, | nean, | think we should
have a consequence, | nean, it doesn't quite have any

rationale to put it in there if we don't have a consequence
of not doing it, and that's a pretty good one.

BOB W LSON: Sur e.

SHARON PI GEON:  As a point of clarification, Bob,

i n your continuing negotiations, wouldn't they have the
responsibility to make this report to the I RS regardl ess?
They' re payi ng out noney. Don't they have to report to IRS
once they pay out?

BOB W LSON: No. We've...we've been in contact

wth the IRS and with them The IRS, basically, says it's
the Board' s responsibility.

SHARON PI GEON:  Real | y?
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BOB W LSON: Yeabh. Because it's not...it's not the

bank's noney. They're not paying it to sonebody that's...

not interested in paying it out or anything like that. It is
nmoney that they are keeping for sonebody and they're
returning it to them [It's under the (inaudible) of the
Board. So, we're paying it out and if there was an ultinmate
responsibility, it would be the Board's responsibility to do
t hat .

SHARON PI GEON:  Are they preparing the sane type of

docunentation for the interest that's accruing on the
account ?

BOB WLSON: Yes. They are...again, this is

sonething they' re working out with the I RS because there is a
di vide there.

SHARON PI GEON:  Right. A---.

BOB WLSON: The interest that they're paying as

opposed to the principal they're putting out. |It's actually
ki nd of conplicated, which is why I don't want to do it.
SHARON PI GEON:  Waich is why they don't want to do

it either.

BOB W LSON: | "' m sure.

BENNY WAMPLER:  Ckay. Anything further?

BOB WLSON: No, that's all | have. | just---.
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BENNY WAMPLER: |s that acceptable with everyone

for himto---7?

DENNI S GARBI S:  Approve.

BENNY WAMPLER:  Very good.

BOB WLSON: And, again, it wll conme back for your

ultimate approval. |1'mnot going to enter into anything.

BENNY WAMPLER:  Al'l right. Thank you very nuch. |

appreci ate your tolerance.

STATE OF VIRAG NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed under mny supervi sion.

G ven under ny hand and seal on this the 14th day
of July, 2005.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2009.
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